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ARIZONA COMMISSION FOR POSTSECONDARY EDUCATION

Arizona Family College Savings Program (AFCSP)

Educating and assisting Arizona families to financially prepare for postsecondary education by providing quality college savings choices.

2017 Annual Report
Introduction

The sixteen Commissioners, fourteen of whom are appointed by the Governor, of the
Arizona Commission for Postsecondary Education (ACPE) initiated a strategic planning
process to direct the work of the Commission. They began the process by examining the
ACPE statutes and ended in identifying a mission to expand access and increase success
in postsecondary education for Arizonans.

Three goals were named to achieve this mission: (1) maximize student financial
assistance available and support efforts to restore and increase student aid, (2) provide
support from knowledgeable professionals and accurate and timely information to help
students and families take the steps to enroll, finance, and succeed in postsecondary
education, and (3) provide a forum where all sectors of postsecondary education
dialogue, partner, and problem solve issues of mutual interest.

Goals 1 and 2 reflect the Commission’s core responsibility of assisting families achieve a
postsecondary education by educating Arizonans about and offering well-managed
student financial assistance programs. By statute the Commission is charged with the
administration of state and federal student grants and loan programs and administration
of the Arizona Family College Savings Program (AFCSP).

The Commissioners also serve as Trustees for the Arizona Family College Savings
Program (AFCSP) or 529 plan. At the recommendation of the AFCSP Oversight
Committee, the Commissioners identified a mission for the Arizona 529 Plan of educating
and assisting Arizona families to financially prepare for postsecondary education by
providing quality college savings choices. This annual report describes the results of the
Arizona Family College Savings Program for 2017 and the ways the Program was
enhanced by the AFCSP Oversight Committee, the AFCSP’s investment consulting firm,
the three contracted program managers, the Commissioners, and the Commission staff.

The report is separated into three sections. First is an overview of the Arizona Family
College Savings Program. This is followed by the AFCSP operational report for 2017.
The third section presents details about each of the three contracted program managers
including corporate profiles, investment options, investment performance and fee
structures.
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I. Overview of the Arizona Family College Savings Program

The Arizona Commission for Postsecondary Education administers the Arizona Family
College Savings Program (AFCSP). In 1997, the AFCSP was established as Arizona’s
qualified tuition program under section 529 of the Internal Revenue Code (also referred
to as a QTP or Qualified Tuition Program) and began accepting accounts in 1999. In
2004, State legislation established the Family College Savings Program Trust Fund as a
public instrumentality of the State of Arizona, of which the Arizona Commission for
Postsecondary Education acts as its sole trustee. All AFCSP accounts are held in trust
for its participants and beneficiaries. The AFCSP was established as a multiple provider
program, ensuring a variety of investment choices to meet the diverse investment needs
and risk tolerances of families saving for college.

A state-sponsored 529 plan is a tax-advantaged program intended to help individuals and
families pay the cost of higher education. The AFCSP is designed to encourage savings
by allowing 529 plan earnings to grow tax-deferred and distributions to be withdrawn tax-
free if used for qualified higher education expenses. Qualified expenses include tuition
and fees, books, supplies and equipment, room and board, and education related
purchases of computer equipment, software or internet access. Beneficiaries may attend
any U.S. Department of Education accredited public or private college/university,
community college, or proprietary vocational, career, or technical postsecondary
education institution in the United States as well as eligible foreign institutions.

Section 529 plans, including the Arizona Family College Savings Program, offer tax
benefits to families. In 2006, the Pension Protection Act made permanent the 529 plan
provisions allowing federal income tax-free withdrawals from 529 College Savings Plans
for qualified higher education expenses. An additional tax benefit was added on January
1, 2008, when a state income tax deduction was provided to Arizona residents for up to
$750 for individual filers or head of household and $1,500 per married couple for annual
contributions made to a 529 plan. This incentive was set to expire on December 30, 2012
when the State Legislature extended the tax incentive into perpetuity. Further legislative
action more than doubled this tax incentive, increasing the tax deduction for Arizona tax
payers contributing funds to a 529 plan of up to $4,000 for married joint-tax filers and up
to $2,000 for individual tax filers, effective January 1, 2013. The goal of the tax incentive
is to encourage more Arizona families to participate in college savings. While eighty
percent of all student financial aid is provided by the federal government and focused on
low-income students, the 529 program offers an important vehicle to save for college
expenses and reduce student loan debt for middle-income families.

Two groups comprised largely of Governor-appointed members serve to direct the
Arizona Family College Savings Program. First, Commissioners of the Arizona
Commission for Postsecondary Education also serve as Trustee for the Arizona Family
College Savings Program. They are representative of all sectors of postsecondary
education and its constituencies. A membership roster follows on the next page.
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The second group, the AFCSP Oversight Committee, as defined by statute, comprises

10 members with financial, tax, and legal expertise.

The main responsibility of the

Oversight Committee is to make recommendations to the ACPE, the AFCSP Trustee,
regarding selection of providers and to review and advise on the subject of investment,
operational and oversight procedures. The Oversight Committee has identified the

following goals:

1) Provide flexible and affordable college savings options
2) Solicit and recommend appropriate financial institutions
3) Undertake a rigorous annual review of providers

4) Monitor compliance with all regulatory bodies

5) Provide timely communication to the State of Arizona
6) Initiate strategic partnerships to enhance the Program
7) Create a fair and responsive operating environment for financial

institutions

8) Recruit, educate, and inspire new Oversight Committee members

A roster of the AFCSP Oversight Committee follows this section.



ARIZONA COMMISSION FOR POSTSECONDARY EDUCATION

Arizona Family College Savings Program Oversight Committee Members
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Arizona State Treasurer Sacks Tierney, PA

State Treasurer’s Office
* Governor Appointed

In 1999, two financial institutions served as depositories and managers of the AFCSP. By
2003, a total of four financial institutions had been approved by the ACPE as AFCSP
providers — College Savings Bank, Securities Management and Research (SM&R),
Pacific Life and Waddell & Reed. Fidelity Investments joined the Program as the fifth
AFCSP provider in June 2005.

The AFCSP Oversight Committee meets bi-monthly to review investment modification
and operational procedure requests from providers and staff and also undertakes an
extensive annual review of each provider. This rigorous annual review entails both a
written report and an in-person presentation and interview process. Each provider is
evaluated on its success in meeting contract identified outcomes. In 2006, this review
culminated in a recommendation to the ACPE of the non-renewal of the management
contracts of SM&R and Pacific Life.

Transition of accounts from the non-renewed providers was completed in the fall of 2007.
The SM&R accounts were converted to Waddell & Reed Financial Services on
September 28, 2007 and the Pacific Life, accounts were converted to Fidelity Investments
on October 31, 2007. As a result, the AFCSP currently offers an array of investment
choices through two direct-sold providers and one advisor-sold provider. The AFCSP
investment options provide participants choices to meet a wide variety of investment
styles and risk tolerances.

The following table outlines the current AFCSP Investment Offerings by Program
Manager.

AFCSP Investment Offerings?

College Savings Bank, a Division of NexBank SSB (direct-sold, FDIC-insured)

e Fixed Rate CD: fixed rate CD with principle and interest guaranteed

¢ Honors Savings Account: high yield tax-advantaged savings account; no fees,
no penalties, no fixed term




ARIZONA COMMISSION FOR POSTSECONDARY EDUCATION

Fidelity Investments (direct-sold)

e Three Age-Based Portfolio fund types: Fidelity Funds, Fidelity Index Funds, and
Multi-Firm Funds

e Six Static Portfolios: Conservative, Moderate Growth or Aggressive Growth
choices in either Fidelity Funds or Fidelity Index Funds

¢ Five Individual Fund Portfolios: options include a mix of equity, fixed income, and
money market

e Bank Deposit Portfolio: an FDIC-insured interest bearing account

vy InvestEd 529 Plan: Waddell & Reed (advisor-sold)

e Six Age-Based Portfolios customized based on college-bound time horizon?

e Six Static Portfolio options in which investor selects risk level: fixed income,
income, conservative, balanced, growth, or aggressive?

e Twenty actively and passively managed Individual Fund Portfolios including
domestic and international equity funds, specialty funds and fixed income funds?®

1 Details of individual offerings can be found at www.az529.gov

2 Three additional Portfolio options were added to the Ivy InvestEd 529 Program Static and Age-Based Portfolio
options effective September 18, 2017.

3 Five passively managed portfolio options were added to and one actively managed portfolio was removed from
the Individual Fund Portfolio options effective September 18, 2017.

In an effort to proactively strengthen oversight practices, the Commission secured Capital
Cities, Inc. as the AFCSP’s independent 529 investment consulting firm. Capital Cities
was hired in August 2016 and is based in Indianapolis, Indiana. Capital Cities has been
providing investment consulting expertise in a co-fiduciary capacity for more than 20
years. They currently consult to three other 529 Plans, including Indiana, the District of
Columbia, and Rhode Island — representing over $10 billion in assets and more than 15
years of 529-specific expertise.

Capital Cities is contracted to provide the Oversight Committee and the Commission with
a rigorous assessment of all three program providers’ product offerings relative to industry
standards and trends each year. Capital Cities presents both bodies a quarterly
performance and evaluation for each program provider. The investment consulting firm
also conducts an in-depth program provider review evaluation. As part of this process,
the firm meets with each program manager regularly throughout the year, reviews the
AFCSP program provider contracts, and evaluates each provider's investment menus,
portfolio construction and glide paths. In addition, Capital Cities’ staff also benchmark
and analyze the 529 expenses and fee structures of each provider. Results from this
work are presented to both the Oversight Committee and the Commission over the course
of each body’s late fall and early spring meetings in preparation for the Annual Provider
Review process scheduled for March. Capital Cities presents to the oversight committee
members and Commissioners a professional assessment of each provider relative to
industry trends, peers, and best practices for the categories of investment options and
performance, manager due diligence, as well as fees and minimum contributions. All
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findings, commentary, and recommendations made by the consultant lay the groundwork
for the March annual program provider evaluation and performance report.
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lI.  AFCSP 2017 Operational Report
A. Overall AFCSP Results

Important measures of success for the Arizona 529 Plan include (1) the number of families
opening accounts for prospective students and (2) the amount of funds families are saving
and growing in preparation for college expenses. With the exception of the deep
recession of 2008, the Arizona Family College Savings Program overall has realized
significant growth in both the number of accounts and the total assets under management
since its launch in 1999. This growth is driven by Arizona residents and non-residents
who recognize the importance of preparing financially for the increasing cost of tuition as
well as by the quality of the plan.

The ACPE recognizes that informed consumers make better financial decisions. As such,
in 2012 the agency began an on-going campaign to increase public awareness regarding
the importance of saving for college. The AFCSP public awareness campaign consists
of informational public events, enhanced social media and an enriched web presence
promoting the Arizona 529 Plan and the associated tax benefits. The goal is to inform
Arizonans that 529 college savings plans are the single most accessible option for
families to save for college. Increased levels of public awareness are evident in the
August 2017 survey results as reported from Fidelity Investments which show a record
69% of Arizona parents have started saving for college, up five percentage points from
2016. In addition, Fidelity reported that 44% of Arizona families are investing in a
dedicated 529 college savings plan, an increase of 11 percentage points from the 2016
survey results.

On the following page, Figures 1, 2, and 3 illustrate the growth over time in the number
of accounts in the AFCSP. As seen in Figure 1, there were a total of 79,592 AFCSP
funded accounts as of December 31, 2017. This represents a 3% increase in the number
of funded accounts* since December 31, 2016. The chart in Figure 2 breaks down the
Program’s total funded accounts by provider for the year ending 2017. It illustrates that
Waddell & Reed’s lvy InvestEd 529 Plan holds the majority of plan accounts at 50%,
followed by Fidelity Investments at 45.7%, and College Savings Bank with 4.3% of funded
accounts.

Figure 3 illustrates the change in the number of funded accounts by provider for the last
five years. As illustrated, during 2017 Fidelity Investments experienced a healthy
increase in funded accounts over the prior year while College Savings Bank and Waddell
& Reed experienced a small decline. When considering growth patterns, it is important
to remember the ultimate goal of a college savings account is to eventually exhaust all
account funds in payment of college expenses. An in depth analysis of each provider’s
performance will be discussed in a later section.

41n early 2017 it was discovered that one provider, Fidelity Investments, had been incorrectly reporting the number of
funded accounts to include accounts with a zero balance. The correct number of funded account figures for
December 31, 2016 was 77,349 not the 83,346 listed in the 2016 AFCSP Annual Report.
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(Figure 1) AFCSP Total Funded Accounts (Figure 2) Share of Funded Accounts
by Provider
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(Figure 3) Number of Funded Accounts By Provider at Year End
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The discussion of AFCSP assets under management, as depicted in Figure 4, must be
prefaced with a reminder of the difficult market conditions of 2008 and economic
challenges to market stability continuing into 2012. The severe recession in 2008
contributed to market corrections on a global scale. As part of that correction, the AFCSP
assets under management (AUM) decreased for the first time in the Program’s history in
2008, from $454 million on December 31, 2007 to $386 million on December 31, 2008,
reflecting a $68 million or 15% decline. Market gains and losses continued through 2012,
followed by strong economic performance in 2013 and 2014, which contributed to
significant growth in the Arizona 529 Plan assets. Despite the volatile market fluctuations
of 2015 and 2016, the Arizona 529 Plan AUM has continued to experience steady growth
from both account holder contributions and unprecedented positive market performance
throughout 2017.

The following chart shows the plan asset levels since inception. As can be seen in Figure

4, the Program AUM again shows continued growth in 2017 nearing $1.3 billion in assets
under management on December 31, 2017. This represents a positive increase of 17.6%
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over 2016. What cannot be deduced from this chart is how much is gain on investments
as compared to new accounts and contributions.

(Figure 4) AFCSP Assets Under Management Since Inception
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Figure 5 is a representation of the assets held by each of the providers. As illustrated,
Waddell & Reed’s Ivy InvestEd 529 Plan holds the majority share of AUM at 49%, followed
by Fidelity Investments at 46%, and College Savings Bank at 5% of AUM in the Arizona
Family College Savings Program.

(Figure 5) AFCSP Assets Under Management by Provider (as of 12/31/17)
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B. AFCSP Highlights for 2017

Commission and Oversight Committee

Throughout 2017, the ACPE improved the AFCSP in several ways. First, stability and
continuity with Waddell & Reed will continue as a new four-year contract with the option
for a three-year extension was recommended by the Oversight Committee in July and
approved by the Commission in August. The new contract included many improvements
to the Ivy InvesteEd 529 Program including expansion of the age-based and static
investment portfolio options from three to six, diversifying investment options with the
addition of five passively managed individual fund portfolios, and reduced fees for account
holders. In addition, College Savings Bank and Fidelity have contracts in effect through
2021 and 2020 respectively. Both Trustees and Oversight Committee members sought
to ensure investment continuity for account holders who invest with these valued program
partners. Likewise, the AFCSP has greatly benefited from the thoughtful actions of the
Governor’s Office of Boards & Commissions and the resulting appointment of skilled
professional Oversight Committee members dedicated to accomplishing the goals of the
plan.

Second, the on-going work of the Oversight Committee remains important to the success
of the Program and results in consistent and even-handed oversight of the program. This
work includes review of all proposed investment or contract modifications, oversight of
each provider’'s annual marketing plan and budget, and the refinement and execution of
the annual Provider Review Process. During the fall, committee members reviewed and
refined the current Investment Policy Statement, which acts as a comprehensive guide.
Updates will be presented to the Commission for approval in the spring of 2018. The
Oversight Committee has incorporated Capital Cities’ assessments, recommendations,
and plan monitoring into their year-long Provider Review Process. In addition, the
investment consultant’s quarterly performance evaluations and fee assessment reports
are presented and used to thoroughly discuss and consider the various elements of each
of the programs.

A continued focus is placed on the vision, mission, guiding principles, and objectives
developed by the Oversight Committee and approved by the Trustees. This document is
re-examined prior to each provider review, guides the focus of the AFCSP Oversight
Committee and Trustees, and was incorporated into the Investment Policy Statement.
The Mission and Goals follow.

Mission and Goals
Arizona Family College Savings Program

Vision: To improve the educational opportunities of Arizonans by
providing a high quality 529 plan.

Mission:  To educate and assist Arizona families to financially prepare
for postsecondary education by providing quality college
savings choices.

12
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Guiding Principles:

e To fulfill the mandate of the Arizona Revised Statutes (A.R.S.)

e To see that the Plan operates according to U.S. and Arizona laws

e To see that the Plan is serving the best interests of its current and
future investors

e To communicate the 529 Plan opportunity to the public

The Oversight Committee and the Arizona Family College Saving
Program Trustees will promote the following goals:

Provide flexible and affordable college savings options

Solicit and recommend appropriate financial institutions
Undertake a rigorous annual review of providers

Monitor compliance with all regulatory bodies

Provide timely communication to the State of Arizona

Initiate strategic partnerships to enhance the Program

Create a fair and responsive operating environment for financial
institutions

Recruit, educate and inspire new Oversight Committee members

NoakswNpE

o

Performance Audit

The Office of the Auditor General conducted a Performance Audit and Sunset Review of
the ACPE which began in October 2016 and continued throughout 2017. This audit was
conducted as part of the sunset review process prescribed in the Arizona Revised
Statutes (A.R.S.). The report issued on December 21, 2017 found that the Commission
and Oversight Committee should further strengthen 529 program oversight. While the
Auditor General acknowledged that the Oversight Committee actively monitors each of
the program providers’ performance, they recommended that the review of providers
could be enhanced by establishing standardized performance rating expectations for use
during the annual provider review process and also by including provisions in all provider
contracts that formally require provider participation in the annual performance review.
The report also commented that the Commission should ensure compliance with
contractual and statutory requirements by documenting procedures which verify if
providers have paid the Commission the fee amounts specified by contract and continuing
to review the account balances of 529 beneficiaries on a quarterly basis. Lastly, the
Auditor General noted that as part of the Commission’s duties the agency obtains and
stores confidential and sensitive data for financial aid applicants and 529 program
participants. It was recommended that the Commission to take steps to better protect
confidential and sensitive electronic data by eliminating unnecessary staff access to this
data, further strengthen its agreements with external entities that store its data and
provide information technology (IT) services, and also by requiring IT security reports to
demonstrate that the data is secure. The Commission began implementing procedural
documentation, formalizing contract participation requirements, and IT reporting activities
during the summer of 2017 and is in the process of working with the Oversight Committee
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members and IT security staff to evaluate and incorporate the remaining
recommendations.

Public Awareness

As part of the continuing strategy to educate Arizonans of their college savings options,
the AFCSP continued its multi-media campaign at the direction of the Oversight
Committee. A combination of print advertising, digital initiatives, and several public
relations events targeted at Arizona parents and families complemented an active social
media campaign in 2017. During the months of April and May the Commission gained
exposure to a broader audience through several live and pre-recorded interviews on local
news stations. These interviews were coordinated as public relations activities designed
to give the Commission an opportunity to discuss financial literacy activities for children
and families while promoting the Arizona 529 Plan. In May, 529 Day was promoted
statewide with a month long digital media campaign, through the use of Mommy-bloggers
promoting the AZ529 Coloring Contest, and an in-person informational weekend event
with representatives from all three providers at the Children’s Museum of Phoenix. The
museum hosted children’s financial literacy activities and the Arizona 529 Plan mascot
Pennywise the Pig interacted with families.

Additional public information activities for families continued throughout the summer with
the Children’s Museum of Phoenix and also through a new partnership with the Maricopa
County Library system and their Summer Reading and Activities Program. The months
of July, August and September brought financial literacy and awareness of the Arizona
529 Program to more than 3,000 people through additional weekend events at the
Children’s Museum and hands-on financial literacy themed art activities for children at
several libraries around Maricopa county. In addition, the Commission partnered with
Univision and Phoenix College to present information about the Arizona 529 Plan as a
component of “How to Pay for College” at Univision’s spring and fall Finance and
Education fairs.

The Commission celebrated “College Savings Month” in Arizona with an extensive digital
and social media campaign to increase public awareness throughout the month of
October. In addition, College Savings Month activities got an early start at the end of
September with a two-day informational event at the Children’s Museum of Phoenix
where museum staff engaged families in a hands-on money-tree planting activity to learn
the financial literacy concept of growth. Another estimated 7,500 family members
attended in-person weekend events hosted at the Children’s Museum throughout October
and into early November where they learned about Arizona’s college savings plan options
and tax benefits from ACPE staff and provider representatives. These in-person events
gave children an opportunity to meet Penny Wise, learn age-appropriate savings tips,
receive an AZ529 drawstring backpack, and a children’s financial literacy book sponsored
by College Savings Bank.

Public awareness efforts in the state of Arizona continued during November and
December through the annual Gift Giving Season campaign. Targeted digital ads and
KJZZ radio spots were utilized to encourage giving the gift of education. On-going social
media postings on Facebook combined with digital media increased awareness of the

14
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Arizona 529 Plan, resulting in 8,042 unique visits to the AZ529.gov website during this
timeframe. In 2017, the multi-media outreach efforts of AFCSP’s public awareness
campaign successfully increased exposure in Arizona of the Arizona 529 Plan to more
potential account owners and contributors with a total of 99,443 unique visits to the
AZ529.gov website, an increase of 94% over the prior year. The Commission plans to
continue the Arizona 529 public awareness campaign in 2018 to further promote the
benefits of Arizona 529 college savings accounts.

Program Managers

In 2017, College Savings Bank increased the rate of interest earned on their investment
products. The higher interest rates are attractive to future accountholders and a positive
benefit to current CSB investors. SavingForCollege.com, one of two 529 evaluating
entities, issued a white paper in April 2017 which assessed FDIC insured savings options
offered through 529 programs nationally which confirmed Capital Cities’ prior evaluation
results in 2016. Both Capital Cities and SavingForCollege.com agree that CSB continues
to offer the highest yielding FDIC-insured 1-, 2-, and 3-year CD options and the highest
APY when compared respectively to other 529 CD options of the same time length and
the 14 other FDIC-insured savings products within the 529 marketplace.

In July, Fidelity introduced a new online feature for accountholders. Their new online
distribution request process expedites the way account owners can request a payment to
be made from their Fidelity Arizona 529 account for higher education related expenses.
The following month, Fidelity reduced the expenses on the Fidelity Index Funds. Fees
were reduced on 14 index mutual funds which will provide an overall savings to
accountholders on an annual basis. Depending on the portfolio, the fees were reduced
from 0.5 up to 3.0 basis points which continues to keep the Arizona Fidelity Index Portfolio
expenses among the very lowest in the 529 college savings plan industry. Fidelity
maintained its Bronze rating during the 2017 review by Morningstar, one of two 529
evaluating entities. Morningstar cited their continued confidence in Fidelity's tactical
asset-allocation approach within its actively managed age-based portfolios, its low priced
Index portfolios, and its impressive lineup of Multi-firm portfolios as contributing factors in
their evaluation.

During 2017 Waddell & Reed made major improvements to their menu of product offerings
in addition to reducing fees for their clientele. The first fee reduction occurred during the
spring of 2017, which lowered the front end sales load from a possible maximum of 5.75%
to a maximum of 2.5% for Age-based, Static and Individual Portfolios. In September 2017,
With the beginning of a new contract in September 2017, Waddell & Reed implemented
a series of investment menu changes and cost savings. The minimum initial contribution
to invest was also reduced from $750 per fund to $250 per fund. While the annual asset-
based fees for the Ivy InvestEd 529 Portfolios previously ranged between 0.85% - 1.13%
and were evaluated by Morningstar to be materially below their actively managed 529
peers, Waddell & Reed further decreased the annual asset based fee by adjusting the
underlying investment option class shares from Class Y to Class R6, which resulted in a
savings of 0.03% up to 0.18% depending on the investment. In addition to implementing
these cost saving changes for the client during the fall of 2017, Waddell & Reed improved
the overall attractiveness of the lvy InvestEd 529 Plan by further expanding their product
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line-up. Three more Age-Based portfolios were added to allow for a smoother glide path,
reducing the risk when moving from one portfolio to the next age appropriate portfolio.
Also, Ivy ProShares Funds were added as both underlying investment options in the Age-
Based Portfolios and as Individual Portfolio options. These passively managed index
funds provide another competitive and attractive investment option with a lower expense
ratio.

Annual Provider Review

The Arizona Family College Savings Program Oversight Committee has developed and
implemented a comprehensive Annual Provider Review Process that has served as a
model for other states. This process is derived from the statutory requirements for
evaluation included in A.R.S. 15-1874.

Arizona has received recognition within the industry for its development of a successful
method of evaluating varied financial products and diverse financial institutions. The
Arizona review process was of interest nationally because in the very young 529 plan
industry very few states began their programs with more than one provider; today, many
states have contracts with two or more providers. Most importantly, this evaluation
process successfully guided the Commission’s decision to non-renew two program
managers when they no longer met the needs of the State nor the families saving for
college in the Arizona 529 Plan.

The AFCSP Annual Provider Review Process is modified annually as necessary to meet
the changing state and 529 plan environments. Its main objectives are to communicate
clear expectations, hold providers accountable to contract terms, and strengthen the
partnership between the provider and the State. Going forward, this process will benefit
from the addition of Capital Cities’ in-depth research, performance analysis and
recommendations which are prepared and presented to the Oversight Committee
members in advance of the Annual Provider Review. At the recommendation of the
Auditor General’s Office the emphasis on customer service has been strengthened. This
process measures AFCSP program manager performance in each of the following
categories:

« Evaluation of Product Offerings

« Marketing

o Customer Service

o Compliance

o Provider Responsibility and Support

Industry Wide Ranking

As the 529 industry has evolved since its inception in the mid 1990’s,
Savingforcollege.com and more recently Morningstar have become widely referenced
evaluators of the various 529 plans offered across the country. Savingforcollege.com is
a website devoted to researching and evaluating state sponsored 529 college savings
plans around the country. Morningstar, an independent investment research firm that
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specializes in fund investing, provides an annual review of 529 mutual fund products. In
addition, Barron’s, a premier financial magazine which provides in-depth analysis and
commentary on the markets, is another valued resource for performance rankings within
the mutual fund industry.

Arizona’s two mutual fund providers continued to receive mixed ratings in this year’s
Morningstar evaluation process. The Fidelity Arizona College Savings Plan maintained
its Bronze rating. This rating was based on scores of positive in the Process and People
categories combined with neutral scores in the Performance, Parent and Price categories.
Waddell & Reed’s lvy InvestEd 529 Plan maintained a negative rating despite Morningstar
noting the great strides made to reduce fees and improvements to its product line-up,
which is now more in line with industry best practices. Morningstar’s negative rating was
based on a positive score in the Price category, a neutral score in the Process,
Performance and People categories, and a negative Parent score. Morningstar remained
critical of the state’s oversight of both plans despite the Commission heeding their
recommendation to hire an investment consultant. Although Capital Cities came on board
in late 2016, Morningstar reported that it is too early to confidently evaluate any efforts
made in that time period. Commission staff continue to work closely with Waddell & Reed
and Capital Cities to improve this rating.

In contrast, Ivy Investments has consistently been named within the top ten of Barron’s
“Best Mutual Fund Families” in the 10-year performance category. As of the date of this
report, Barron’s had not yet released their 2017 ranking list. In the 2016 list, vy
Investments moved up two spots to be the number three ranked Fund Family over the
past ten years, out of 53 firms.

Savingforcollege.com recently ranked the lvy InvestEd Plan in the top ten of all advisor
sold plans over the latest one-year, five-year, and ten-year period rankings.
Savingforcollege.com uses a "5-Cap Rating" system to evaluate 529 plans and has
provided a rating for each of the three AFCSP providers. The rating system used
examines dozens of factors grouped into the following categories:

= performance = costs
= features = reliability
= state benefits

The following is a description of the “5-Cap Ratings” system used by
Savingforcollege.com:

This is a program that offers outstanding flexibility, attractive investments, and additional
m economic benefits (such as generous state tax incentives) that for some people, at least,

will provide a substantial boost to their savings. There are few, if any, weaknesses noted
in the program.

An excellent program with many benefits for the participant and positive investment
m attributes. If it has any significant weaknesses then it also has some particularly good
things to recommend it.
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A very good program that offers valuable benefits but may have some limitations or
concerns that investors need to know.

A program that will work for many people who fit the "target" profile but contains
potentially significant problems or uncertainties that can hurt the unsuspecting investor.

A program that contains too many unnecessary restrictions, uncertainties, investment
downsides, or other problems so that changes are necessary (in our opinion) for the
program to compete effectively against other alternatives.

Qgg

Another similar program is offered in this state that is more appropriate in all cases.

This program is not open to you either because it has residency requirements or because
it has stopped accepting new enroliments.
NOT OPEN

This is a recent program and does not yet have a 5-Cap Rating assigned.

NEW PLAN

Source: Savingforcollege.com

The Arizona Family College Savings Program was rated by Savingforcollege.com with
3.67 points out of a total of 5 possible points, in the resident rating category (this is the
average of the three provider specific rankings). This evaluation rounds up to 4 Caps
which describes the AFCSP overall as both an “excellent program”, as well as a program
that offers significant investment flexibility. The ratings for each of the three program
managers follow.

Arizona Family College Savings Program eV TEET

— College Savings Bank 529 Plan (Resident Rating) (Non-Resident Rating)

TEEE TEEE

(Resident Rating) (Non-Resident Rating)

TEET | TEET

Ilvy Funds InvestEd 529 Plan ADVISOR SOLD ADVISOR SOLD
(Resident Rating) (Non-Resident Rating)

Fidelity Arizona College Savings Plan

Source: savingforcollege.com
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lll.  Program Provider Overview and Analysis

The Arizona Family College Savings Program currently offers investment options through
three program managers: College Savings Bank, Fidelity Investments and Waddell &
Reed. This section includes a summary of each of the program providers including a brief
corporate description, investment options, provider results (investment returns and plan
growth), and fee structure. The State of Arizona and the AFCSP require these program
managers to comply with voluntary industry standard principles of disclosure developed
by the College Savings Plan Network (CSPN). CSPN is the dominant industry
professional association for 529 plans to which most states belong. Investment results
and fees are reported in the AFCSP disclosure materials in accordance with these
disclosure principles. Offering materials are reviewed by staff members to ensure these
standards are maintained.

A. COLLEGE SAVINGS BANK

Corporate Description

College Savings Bank, a Division of NexBank SSB (CSB) is located in Dallas, Texas.
College Savings Bank has been helping families fund education for more than 20-years
and has been a program manager since the AFCSP’s inception. Formerly a wholly owned
subsidiary of Pacific LifeCorp based in Newport Beach, California, College Savings Bank
was sold on January 12, 2012 to a group of investors unrelated to CSB or Pacific Life.
This change of ownership was approved by the Commission inclusive of a letter which
noted that the transactions would not result in a change of management at CSB.
Recently, another change in ownership was completed through the acquisition of CSB by
NexBank SSB in November 2015. The Oversight Committee recommended and the
Commission approved assignment of the remaining CSB contract to NexBank upon
completion of the acquisition. CSB is now a Division of NexBank.

Investment Options

Under the Arizona Family College Savings Program, College Savings Bank originates
and markets certificates of deposit (CDs) and a basic savings account. During 2017 the
available investment options included:

1) Fixed Rate CDs
2) CollegeSure Honors Savings Account

All College Savings Bank investment options feature principal protection with FDIC
insurance up to $250,000 for amounts held in the same right and capacity. College
Savings Bank accepts funds daily for investment. A brief description of each College
Savings Bank investment option managed by CSB follows.
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Fixed Rate CDs

Offered since 2008, the College Savings Bank Fixed Rate CD earns a fixed rate for the
term of the CD. The rate is determined by the prevailing interest rate environment at the
time the CD is opened. CSB’s fixed rate CD includes a 1-year, 2-year and 3-year option.
College Savings Bank currently offers the highest yielding FDIC-insured 1-, 2-, and 3-
year CD options compared to the three other 529 CD options within the marketplace.

CollegeSure Honors Savings Account

In 2016, CSB simplified their product offerings by consolidating their three previous
savings account types (Accumulator, Savings, and Honors Savings) into one savings
account with a high yield interest rate. The interest rate for the CollegeSure Honors
Savings Account provides the highest APY among the 15 FDIC-insured savings products
offered within the 529 marketplace. This savings account is offered without enrollment
fees, annual fees or other expenses, has no fixed term, and does not require state
residency. This type of account is designed for matured CDs and money to be used for
college expenses within one year or less.

CollegeSure CD

The CollegeSure CD was a certificate of deposit indexed to college costs designed to
meet tuition, fees, and room & board expenses for future students. CollegeSure CDs had
maturities between one and twenty-two years allowing investors the ability to choose
maturity dates consistent with the years the student is expected to utilize the funds for
college expenses. The CollegeSure CD had received Standard & Poor's highest rating,
AAA. Beginning on October 21, 2016, no new CollegeSure CDs were issued.
CollegeSure CDs issued prior to this date will continue to be managed and serviced by
College Savings Bank until their maturity dates.

InvestorSure CD

Offered since 2008, the InvestorSure CD is a variable rate certificate of deposit indexed
to the Standard & Poor’'s 500 Composite Index (S&P 500). The CD was issued 4-times
a year on the first business day of each new quarter. InvestorSure CDs were designed
to pay between 70% and 100% of the increase in the S&P 500 at maturity; using a
calculated average of 20 quarterly measurement points throughout the term of the CD.
This averaging protected the investment from wide swings in the S&P 500 as the
investment approached maturity.

This CD was offered with a 5-year maturity. At maturity, the funds can be used to pay
qualified higher education expenses, re-invested in another CD, or moved to an Honors
Savings Account until the beneficiary is ready to attend college. Beginning on August 2,
2016, no new InvestorSure CDs were issued. InvestorSure CDs issued prior to this date
will continue to be managed and serviced by College Savings Bank until their maturity
dates.
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Provider Results (Investment Results and Plan Growth)

College Savings Bank CD’s proved to be popular throughout 2008, 2009 and early 2010
during the prolonged recession accompanied by stock market declines. However, from
late 2010 through 2014, there was a softening of demand for the CD products as investors
shifted back to the equities market. The volatile market conditions of 2015 and early 2016
showcased the advantage that College Savings Bank investments offer during uncertain
times: the FDIC insurance on AFCSP Certificate of Deposit options. Although market
conditions greatly improved in 2017, some 529 plan investors continue to seek more
conservative options and CSB meets that demand with their complement of straight-
forward FDIC insured CD options, which are attractive alternatives to Money Market
funds.

College Savings Bank holds the fewest number of accounts of the three program
providers. College Savings Bank added 131 new accounts during the year, netting an
aggregate of 3,420 active accounts at the end of 2017. Assets under management
declined by $5.6 million to $64.3 million representing an 8% decrease since 2016.

Figure 6 illustrates the Fixed Rate CD projected Annual Percentage Yield for each term.

(Figure 6) College Savings Bank Fixed Rate CD 1-, 2- and 3-year Options

1-Year 1.25% 1.25% $250
2-Year 1.45% 1.45% $250
3-Year 1.55% 1.55% $250

Interest Date and APY (Annual Percentage Yield) are accurate as of December 31, 2017. Any interest rate change
will become effective after 2:00 pm Eastern Time.
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Figure 7 illustrates the CollegeSure Honors Savings Annual Percentage Yield.

(Figure 7) College Savings Bank CollegeSure Honors Savings Account

Honors Savings National Savings Account
Interest Rate! Average Rate?

Honors Savings APY?

0.90% 0.90% 0.06%

1 APY (Annual Percentage Yield) and interest rate are accurate as of December 31, 2017. Any interest
rate change will become effective after 2:00 pm Eastern Time.

2 National average savings account rate based upon data published by the FDIC. National rates are
calculated based on a simple average of rates paid (uses annual percentage yield) by all insured
depository institutions and branches for which data are available.
ww.fdic.gov/regulations/resources/rates/

Fee and Expense Structure

Due to the nature of the bank’s products, College Savings Bank’s CD options do not
charge annual asset-based fees and investor expenses. There are no program manager
fees, state fees, miscellaneous asset-based fees, distributions fees, maximum initial sales
charges or annual account maintenance fees that may be found with other investment
options. College Savings Bank’s Fixed Rate CDs do not charge fees. Withdrawals prior
to the Maturity Date are subject to an Early Withdrawal Penalty equal to three (3) months
of interest. The APY applied to a Fixed Rate CD assumes the funds remain on deposit
until the Maturity Date. An early withdrawal will reduce earnings.

B. FIDELITY INVESTMENTS

Corporate Description

Established in 1946, Fidelity Investments is one of the world’s largest providers of
financial services. With headquarters in Boston, Massachusetts, Fidelity employs over
45,000 employees and is the nation’s No. 1 provider of 401(K) retirement savings plans
as well as an established provider in the 529 industry.

Investment Options

Fidelity Investments manages the Fidelity Arizona College Savings Plan’s 36 investment
options consisting of a range of professionally managed portfolios created for the use of
education investors. This wide range of investment options includes:

1) Three Age-Based Portfolio fund types: Fidelity Funds, Fidelity Index
Funds, and Multi-Firm Funds

2) Six Static Portfolios: Conservative, Moderate Growth or Aggressive
Growth choices in either Fidelity Funds or Fidelity Index Funds
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3) Five Individual Fund Portfolios: options include a mix of equity, fixed
income, and money market
4) Bank Deposit Portfolio: an FDIC-insured interest bearing savings account

The newest Fidelity product, a Multi-Firm or open architecture age-based portfolio was
approved by the Commission and initiated late in the fourth quarter of 2011. The Multi-
Firm portfolios provide access to a broader range of underlying funds offered by different
investment companies. For the 12-month period ending December 31, 2017, each Multi-
Firm portfolio delivered positive results. For underlying fund information see Appendix A.

(Figure 8) Multi-Firm Funds

AS OF 120312017

Inception 1 3 5 10 Life of Expense
Portiolio Name o Date Year Year Year Year Portfolio Ratig*
AZ 2018 (Multi-Firm) 09/28/2011 8.82 4.28 5.40 MiAT 6.74 0.95%
AZ 2021 (Multi-Firm) 09/28/2011 1.7 544 6.94 N/AT 8.43 1.01%
AZ 2024 (Multi-Firm) 09/28/2011 14.44 6.50 837 N/AT 9.91 1.06%
AZ 2027 (Multi-Firm) 09/28/2011 1710 T7.45 9.65 MiAT 111 1.11%
AZ 2030 (Multi-Firm) 09/28/2011 19.74 8.39 10.62 N/AT 12.09 1.15%
AZ 2033 (Multi-Firm) 12118/2013 2230 9.27 N/A N/AT 877 1.2%
AZ 2036 (Multi-Firm) 1211472016 2410 NIAT N/A N/AT 22.44 1.2%
AZ College (Multi-Firm) 09/28/2011 7.66 373 370 N/AT 437 0.91%

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.

The performance data festured represents past performance, which is no guarantee of future results. Investment return and principal value of an investment will fluctuate; therefore, you may have a

gain or loss when you sell your units. Cumrent performance may be higher or lower than the performance data quoted.

1. Portfolio has not been in existence long enough to provide performance.

2. Life of Portfolio data will be available after one full year of existence.

3. Expense Ratio is the total annual portfolic cperating expense ratio from the portfolio’s most recent Fact Kit. The t ual operafing expense ratio includes a program administration fee of .0%%
for Fidelity Index Funds portfolios, .20% for Fidelity Funds portfolios, .35% for Multi-Firm Funds portfolios, and 0.0 % for the Bank Deposit Portfolio. This ratic may be higher or lower
depending on the allocation of the portfolic's assets among the underlying Fidelity funds and the actual expenses of the underlying Fidelity funds. Annual Percentage Yield and Interest Rate for
the Bank Deposit Portfolio reflects previous business date close.

Average annual total retumns include changes in unit price, reinvestment of dividends and capital gaing, and the deduction of all applicable portfolio and mutual fund expenses.

Additional features of the Fidelity Arizona Family College Savings Program include:

e The plan’s index portfolios are among the lowest cost in the 529 industry,
ranging from 11 to 21 basis points.

e There is no annual program fee.

e Families can open an account with a minimum initial investment of $50, or as
little as $15 per month with an automatic investment plan.

e Fidelity offers unlimited, complimentary planning and guidance services.

e Fidelity Investments 529 College Rewards® Visa Signature® card allows
families to earn 2 percent on all eligible retail purchases, with no annual fee.

Age-Based Portfolios

The Age-Based Strategy includes portfolios that are managed according to the
beneficiary’s birth year with the asset allocation automatically becoming more
conservative as the beneficiary nears college age. Each portfolio begins with a growth-
oriented allocation, then gradually shifts to an allocation that is oriented more toward
income and capital preservation. These portfolios are designed to ensure that at any
given point in its life cycle, an Age-Based Portfolio will have an allocation that is neither
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overly aggressive nor overly conservative in relation to its time horizon. When the
beneficiary is anticipated to turn 18 and start college, the selected Age-Based Portfolio
should reach the end of its time horizon. At this time, assets will be transferred to the
College Portfolio, which has a fixed allocation that is designed to be appropriate for the
time when a beneficiary is withdrawing money to attend college.

Fidelity offers three types of portfolios for its Age-Based Strategy: 1) Fidelity Funds — a
portfolio managed by dedicated Fidelity portfolio managers, invested solely in Fidelity
funds; 2) Fidelity Index Funds — passively managed securities held in the respective
index; and 3) Multi-Firm Funds — a portfolio managed by dedicated portfolio managers,
invested across multiple fund companies. Refer to Appendix B for a description of the
Fidelity Arizona College Savings Plan portfolio target asset allocations for all Age-Based
Portfolios, Static Portfolios and Individual Fund Portfolios. The following chart illustrates
the asset allocation for each of the Fidelity Age-Based portfolios.

(Figure 9) Fidelity Age-Based Portfolios Asset Allocation

Beneficiary T Asset Allocation

birth year B U.S.Equity M Non-US.Equity [l Bonds Short-term

1998 &Earlier  College Portfolio n 50% 30%

* The Age-Based Fidelity Funds, Multi-Firm, and Fidelity Index portfolios take a more aggressive approach during the early years of saving for college to take advantage
of potential growth opportunities, while investing to preserve capital as the need to pay for qualified higher educatien expenses approaches. Keep in mind that the

nvestment risk of each Age-Based Portfolic changes along with the target asset allocation.

Custom Strategy

For investors who prefer to manage their own asset allocations, a Custom Strategy
provides the flexibility to create a customized investment mix from four portfolio
categories: Static, Individual Fund, Age-Based, and Bank Deposit. Static Portfolios
include both Fidelity Funds and Fidelity Index Funds, and the asset mix remains the same
over time. Individual Fund Portfolios include several index fund options as well as a
money market fund option. Similar to the Age-Based strategy, participants can select
from Fidelity Funds, which are managed by dedicated Fidelity portfolio managers, or from
the passively-managed Fidelity Index Funds. Refer to Appendix A for a description of the
Fidelity Arizona College Savings Plan Portfolio Allocation for Fidelity Funds and Fidelity
Index Fund Portfolios. The following chart lists Fidelity Arizona College Savings Plan
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Custom Strategy allocation choices. Investors who choose the Custom Strategy have
the opportunity to allocate funds in 5% increments among these options.

(Figure 10) Fidelity Custom Strategy Allocation Choices

Portfolio type Allocation choices

Static Portfolios Aggressive Growth Portfolio (Fidelity Funds)
Moderate Growth Portfolio (Fidelity Funds)
Conservative Portfolio (Fidelity Funds)
Aggressive Growth Portfolios (Fidelity Index)
Moderate Growth Portfolios (Fidelity Index)
Conservative Portfolio (Fidelity Index)

Individual Fund Money Market Portfolio

Portfolios
Fidelity 500 Index Portfolio
Total Market Index Portfolio
International Index Portfolio
Intermediate Treasury Index Portfolio

Bank Deposit Portfolio  Bank Deposit Portfolio

Age-Based Portfolios Age-Based Portfolio (Fidelity Funds)
Age-Based Portfolio (Fidelity Index)

Age-Based Portfolio (Multi-Firm)

Provider Results (Investment Results and Plan Growth)

In terms of its contribution to the AFCSP, Fidelity realized a 12% increase in the number
of funded accounts from 2016 to 2017 and an increase of 28% in assets under
management to $587 million in that same time frame. In addition, Fidelity Investments
realized an average account retention rate of 93% and average assets under
management retention rate of 98% for 2017. These high retention rates signify that
Fidelity Investments is providing high quality products and services and is able to retain
investors in the AFCSP.

Like other mutual fund companies, Fidelity Investments generally produced returns in
2017 that were consistent with the overall market gains and losses. For 2017, Fidelity’s
1-year rate of return on investments ranged anywhere from a high of 24.92% in the AZ
2036 Fidelity Funds Portfolio and 25.18% in the AZ International Index Fund Portfolio, to
a low of 1.9% in the AZ Conservative Portfolio Fidelity Index Fund and 2.16% in the AZ
Conservative Portfolio of Fidelity Funds. The charts on the following pages illustrate
Fidelity’s 1-Year, 3-Year, 5-Year, 10-Year, and Life of Portfolio performance for the
AFCSP year ending December 31, 2017.
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(Figure 11) Fidelity Arizona Plan Portfolio Performance — As of December 31, 2017

Fidelity Funds
Age-Based Portfolios

AS OF 1203172017

Inception 1 3 5 10 Life of Expense
Portfolio Name . Date Year Year Year Year Porifolio Ratio®
AZ 2018 (Fid Funds) 06/14/2005 8.72 436 5.69 352 494 0.75%
AZ 2021 (Fid Funds) 06/14/2005 11.80 5.62 7.38 4.01 5.55 0.81%
A7 2024 (Fid Funds) 06/14/2005 14.74 6.77 8.94 4.48 6.00 0.87%
AZ 2027 (Fid Funds) 1271472007 17.63 T.83 10.34 5.10 5.14 0.93%
AZ 2030 (Fid Funds) 12/28/2010 20.49 8.87 11.38 N/AT 933 0.98%
AZ 2033 (Fid Funds) 121812013 23.20 9.84 MiAT MNiAT 9.43 1.03%
A7 2036 (Fid Funds) 1211472016 2492 NiA? N/A! N/AT 23.58 1.04%
AZ College Port (Fid Fnd) 06/14/2005 7.56 3.69 372 344 378 0.71%

Static Portfolios

AS OF 1203172017

Inception 1 3 5 10 Life of Expense
Fortfolic Name Date - Year Year Year Year Porifolio Ratio®
AZ Consrv (Fid Funds) 06/14/2005 2.16 1.43 1.18 231 253 0.56%
AZ Mod Growth (Fid Funds) 06/14/2005 18.32 8.20 9.93 577 6.71 0.93%
AZ Agrsv Gro (Fid Funds) 06/14/2005 2477 10.40 12.94 575 721 1.03%

Individual And Bank Deposit Portfolios

AS OF 1203172017

Inception 1 3 5 10 Life of Expensze
Fortiolio Name Date - Year Year Year Year Portfolio Ratio*
AZ Money Market 10/23/2006 0.37 0.12 0.07 0.34 0.80 0.57%
AZ Bank Deposit 09/16/2010 0.50 033 0.24 M/AT 0.20 0.05%

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.

The performance data featured represents past performance, which is no guarantee of future resulis. Investment return and principal value of an investment will fluctuate; therefore, you may have a
gain or loss when you sell your units. Current performance may be higher or lower than the performance data quoted.

1. Porifolio has not been in existence long enough to provide performance.

2. Life of Porifolio data will be available after one full year of existence

3. Expense Rafio is the total annual porifolio operating expense ratio from the porifolio’s most recent Fact Kit. The total annual operating expense ratio includes a program administration fee of .09%
for Fidelity Index Funds portfolios, .20% for Fidelity Funds portfoliog, .35% for Multi-Firm Funds portfolios, and 0.05-0.50% for the Bank Deposit Portfolio. This ratio may be higher or lower
depending on the allocation of the portfolio's assets among the underlying Fidelity funds and the actual expenses of the underlying Fidelity funds. Annual Percentage Yield and Interest Rate for

the Bank Deposit Porifolio reflects previous business date close.

Average annual total refurns include changes in unit price, reinvestment of dividends and capital gains, and the deduction of all applicable portfolic and mutual fund expenses.

Fidelity Index Funds
Age-Based Portfolios

AS OF 123172017

Inception 1 3 5 10 Life of Expense
Fortiolio Mame Date Year Year Year Year Porifolio Ratig®
AZ 2018 (Fid Index) 10/23/2008 6.88 3.50 4.94 3.70 429 0.17%
AZ 2021 (Fid Index) 10/23/2008 9.55 471 6.61 427 484 0.16%
AZ 2024 (Fid Index) 10/23/2008 12.09 5.81 8.15 484 5.34 0.15%
AZ 2027 (Fid Index) 1211472007 14.55 6.90 9.53 5.50 5.38 0.13%
AZ 2030 (Fid Index) 1212812010 17.04 7.89 10.48 NIAT 9.38 0.13%
AZ 2033 (Fid Index) 12/18/2013 19.48 8.79 NiA! NiAT 8.53 0.13%
AZ 2036 (Fid Index) 12/14/2016 21.14 N/AT NiA! NIAT 19.88 0.13%
AZ College (Fid Index) 10/23/2008 5.89 2.92 312 332 374 0.18%
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Fidelity Index Funds (continued)

Static Portfolios

AS OF 1203172017

Inception 1 3 5 10 Life of Expensze
Fortfolio Mame Date - Year Year Year Year Fortfolio Ratig®
AZ Consrv (Fid Index) 10/2372006 1.90 1.09 0.94 216 2.66 0.21%
AZ Mod Growth (Fid Index) 10/123/2006 16.10 7.50 9.31 6.13 6.48 0.13%
AZ Agrsv Gro (Fid Index) 10/232006 22.08 9.84 12.49 6.37 6.60 0.12%

Individual And Bank Deposit Portfolios

ASOF 1203172017

Inception 1 3 5 10 Life of Expense
Portfolic Mame . Date Year Year Year Year Portfolio Ratio®
AZ 500 Index 10/23/2006 21.69 11.25 15.61 8.25 8.20 0.11%
AZ Bank Deposit 09/16/2010 0.50 0.33 0.24 NIAT 0.20 0.05%
AZ International Index 10/23/2006 25.18 7.87 758 1.87 3.19 0.14%
AZ Intmdt Treasury Index 10/23/2006 219 1.50 1.10 3.87 446 0.18%
AZ Total Market Index 10/23/2006 21.09 10.99 15.37 8.44 8.36 0.11%

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.

The performance data featured represents past performance, which is no guarantee of future resulis. Investment return and principal value of an investment will fluctuate; therefore, you may have a
gain or loss when you sell your units. Current performance may be higher or lower than the performance data quoted.

1. Porifolio has not been in existence long enough to provide performance.

2. Life of Porifolio data will be available after one full year of existence.

3. Expense Rafio is the total annual porifolio operating expense ratio from the porifolio’s most recent Fact Kit. The total annual operating expense ratio includes a program administration fee of .09%
for Fidelity Index Funds porifolios, .20% for Fidelity Funds porifolios, .35% for Multi-Firm Funds porifolios, and 0.05-0.50% for the Bank Deposit Portfolio. This ratio may be higher or lower
depending on the allocation of the portfolio's assets among the underlying Fidelity funds and the actual expenses of the underlying Fidelity funds. Annual Percentage Yield and Interest Rate for

the Bank Deposit Porifolio reflects previous business date close.

Average annual total refurns include changes in unit price, reinvestment of dividends and capital gains, and the deduction of all licabl rifolic and mutual fund expenses.

Fidelity Multi-Firm Funds
Age-Based Portfolios

AS OF 1203172017

Inception 1 3 5 10 Life of Expensze
Portiolio Name . Date Year Year Year Year Portfolio Ratio®
AZ 2018 (Multi-Firm) 09/28/2011 8.82 429 5.40 NIAT 6.74 0.95%
AZ 2021 (Multi-Firm) 09/28/2011 11.71 5.44 6.94 NIAT 8.43 1.01%
AZ 2024 (Multi-Firm) 09/28/2011 14.44 6.50 8.37 NIAT 9.91 1.06%
AZ 2027 (Multi-Firm) 09/28/2011 17.10 7.45 9.65 NIAT 11.21 1.11%
AZ 2030 (Multi-Firm) 0972872011 19.74 839 10.62 AT 12.09 1.15%
AZ 2033 (Multi-Firm) 121182013 22.30 9.27 NIAT NIAT 8.77 1.2%
AZ 2036 (Multi-Firm) 1271472016 2410 N/AT NIAT NAT 22.44 1.2%
AZ College (Multi-Firm) 09/28/2011 7.66 373 370 NIAT 437 0.91%

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.

The performance data featured represents past performance, which is no guarantee of future resulis. Investment return and principal value of an investment will fluctuate; therefore, you may have a
gain or loss when you sell your units. Current performance may be higher or lower than the performance data quoted.

1. Porifolio has not been in existence long enough to provide performance.

2. Life of Porifolio data will be available after one full year of existence.

3. Expense Rafio is the total annual porifolio operating expense ratio from the porifolio’s most recent Fact Kit. The total annual operating expense ratio includes a program administration fee of .09%
for Fidelity Index Funds porifolios, .20% for Fidelity Funds porifolios, .35% for Multi-Firm Funds porifolios, and 0.05-0.50% for the Bank Deposit Portfolio. This ratio may be higher or lower

depending on the allocation of the portfolio's assets among the underlying Fidelity funds and the actual expenses of the underlying Fidelity funds. Annual Percentage Yield and Interest Rate for
the Bank Deposit Porifolio reflects previous business date close.

Average annual total refurns include changes in unit price, reinvestment of dividends and capital gains, and the deduction of all licabl rifolic and mutual fund expenses.

Fidelity Individual and Bank Deposit Portfolios
Individual And Bank Deposit Portfolios

AS OF 1203172017

Inception 1 3 5 10 Life of Expenze
Portfolic Name . Date Year Year Year Year Portfolio Ratio*
AZ Bank Deposit 09/16/2010 0.50 033 0.24 NIAT 0.20 0.05%
AZ Money Market 107232006 0.37 0.12 0.07 0.34 0.80 0.57%

Units of the Portfolios are municipal securities and may be subject to market volatility and fluctuation.
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Fee and Expense Structure

The following charts illustrate the AFCSP’s fee and expense structures for the Fidelity
Funds and Fidelity Index Funds Portfolios. The “total annual asset-based fee” illustrates
the total fees assessed against net assets annually.

Fidelity Arizona Plan Fees and Expenses

(Figure 12) Fidelity Arizona College Savings Plan Fee and Expense Structure 12/31/17 —
Fidelity Funds

Total

Estirnated Annual Annual

Underlying Program Asset- Account

Fund Manager 5State Miscellanecus Based Maintenance

Portfolio Expenses! FeeZ Fee? Fee®  FeeS Feet

Portfolio 20367 (Fidelity Funds) 0843 0.16% 0.04% Mia 1.04% MIA

Portfolio 2033 (Fidelity Funds) 0.83%  0.16% 0.04% Mia 1.03% MIA

Portfolio 2030 (Fidelity Funds) 0.78% 0.16% 0.04% Mia 098% MIA

Portfolio 2027 (Fidelity Funds) 0.73% 0.16% 0.04% Mia 0.93% MIA

Portfolio 2024 (Fidelity Funds) 0673 0.16% 0.04% Mia 087% MIA

Portfolio 2021 (Fidelity Funds) 0.61% 0.16% 0.04% Mia 081% MIA

Portfolio 2018 (Fidelity Funds) 0.535% 0.16% 0.04% Ma 073% MIA

College Portfolic® (Fidelity Funds) 0.51% 0.16% 0.04% Ma 071% MIA

Aggressive Growth Portfolio (Fidelity 0.83% 0.1&8% 0.04% A 1.03% MIA
Funds)

Moderate Growth Portfolic (Fidelity 0.73%  0.16% 0.04% Mia 0.93% MIA
Funds)

Conservative Portfolio (Fidelity Funds) 0.36% 0.16% 0.04% Mia 056% M7 A

Money Market Portfolio™® 0.37% 0.16% 0.04% Mia 057% MIA

1. The "Estimated Underlying Fund Expenses” are based on a weighted average of the expenses of the mutual funds
before reductions in which the pertfelic invests as of October 1, 2017. The underlying mutual fund expense data was
from each fund's most recent financial statement.

2. The "Program Manager Fee” is the percentage of net assets paid to Fidelity for performing services for the Fidelity
Arizona Plan.

3. The “State Fee" is the percentage of net assets retained by the Trust. Fidelity pays the Trustee $10 per account
during the month an account is opened with the Trust (New Account Fee). This fee is paid to the Trustee by Fidelity; the
state sponsor does not deduct this New Account Fee from your account.

4. The "Miscellaneous Fee" represents any other type of fee or expense imposed by the Fidelity Arizona College
Savings Plan.

5. The "Total Annual Asset-Based Fee" illustrates the total fees assessed against net assets annually. Please refer to the
"Hypeothetical $10,000 Investment Cost Chart® in the Fact Kit to review the impact of fees and expenses on a
hypothetical $10,000 investment over 1-, 3-, 5-, and 10-year periods.

&. The "Annual Account Maintenance Fee" is the annual fee deducted from an account balance each year. The Fidelity
Arizona Cellege Savings Plan does MOT assess an annual account maintenance fee.

7. Anticipated fee and expense structure for Portfolio 20356 (Fidelity Funds) at portfolio inception on December 14,
2016.

8. Portfolio 2015 (Fidelity Funds) assets were transferred to College Portfolio (Fidelity Funds) on December @, 2016,
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(Figure 13) Fidelity Arizona College Savings Plan Fee and Expense Structure 12/31/17 —
Fidelity Index Funds

Total
Estimated Annual Annual
Underlying Program Asset- Account
Fund Manager State Miscellaneous Based Maintenance
Portfolio Expenses’ Feel Fee? Fee*  Feeb Feet
Portfolio 20367 (Fidelity Index) 0.04%  0.07% 0.02% Mia 013% MIA
Portfolio 2033 (Fidelity Index) 0.04%  007% 002% Mia 013% MIA
Portfolio 2030 (Fidelty Index) 0.04% 0.07% 0.02% Mia 0.13% MIA
Portfolio 2027 (Fidelity Index) 0.04%  007% 0.02% Mia 0.13% MIA
Portfolio 2024 (Fidelity Index) 0.06%  0.07% 0.02% Mia 0.15% MIA
Portfolio 2021 (Fidelity Index) 007% 007% 002% Mia 0.16% MNIA
Portfolio 2018 (Fidelity Index) 0.08%  0.07% 0.02% Ma 0.17% MIA
College Portfolio® (Fidelity Index) 009%  007% 002% Mia 0.18% MNIA
Agaressive Growth Portfolic (Fidelity 0.03%  0.07% 0.02% MiA 0.12% MIA
Index)
Moderate Growth Portfolio (Fidelity 0.04%  007% 0.02% Mia 0.13% MIA
Index)
Conservative Portfolio (Fidelity Index) 0.12% 0.07% 0.02% M 021% [/ &
Intermediate Treasury Index Portfolic 0.09%  0.07% 0.02% M 0.18% MNIA
International Index Portfolic 0.05% 0.07% 0.02% M 0.14% MIA
Fidelity 5300 Index Portfolio 002%  007% 002% MNia 011% MIA
Total Market Index Pertfolio 0.02%  0.07% 0.02% Ma 011% MIA

1. The "Estimated Underlying Fund Expenses” are based on a weighted average of the expenses of the mutual funds
before reductions in which the pertfolic invests as of Movember 1, 2016. The underlying mutual fund expense data was
obtained from each fund's most recent prospectus.

2. The "Program Manager Fee” is the percentage of net assets paid to Fidelity for performing services for the Fidelity
Arizona Plan.

3. The "State Fee" is the percentage of net assets retained by the Trust. Fidelity pays the Trustee $10 per account
during the month an account is opened with the Trust (Mew Account Fee). This fee is paid to the Trustee by Fidelity; the
state sponsor does not deduct this New Account Fee from your account.

4_The "Miscellaneous Fee" represents any other type of fee or expense imposed by the Fidelity Arizona Plan.

5. The "Total Annual Asset-Based Fee” illustrates the total fees assessed against net assets annually. Please refer to the
"Hypothetical $10,000 Investment Cost Chart™ in the Fact Kit to review the impact of fees and expenses on a
hypothetical $10,000 investment over 1-, 3-, 5-, and 10-year periods.

&. The "Annual Account Maintenance Fee" is the annual fee deducted from an account balance each year. The Fidelity
Arizona Plan does MOT assess an annual account maintenance fee.

7. Anticipated fee and expense structure for Portfolic 2036 (Fidelity Index) at portfolio inception on December 14, 2016.

8. Portfolio 2015 (Fidelity Index) assets were transferred to College Portfolio (Fidelity Index) on December 9, 2016.
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(Figure 14) Fidelity Arizona College Savings Plan Fee and Expense Structure 12/31/17 —
Multi-Firm Funds

Total

Estimated Annual Annual

Underlying Program Asset- Account

Fund Manager State Miscellaneous Based Maintenance

Portfolio Expenses] Feel Fee? Feet*  Feeb Feet
Pertfolio 20367 (Multi-Firm) 0.85%  0.30% 0.05% MiA 1.20% MIA
Portfolio 2033 (Multi-Firm) 0.853%  0.30% 0.05% MiA 1.20% MIA
Portfolio 2030 (Multi-Firm) 0.80% 0.30% 0.05% MiA 1.15% MIA
Portfolio 2027 (Multi-Firm) 0.76%  0.30% 0.05% MiA 1.11% MIA
Portfolio 2024 (Multi-Firm) 0.71% 0.30% 0.05% MiA 1.06% MIA
Portfolio 2021 (Multi-Firm) 0.66%  0.30% 0.05% MiA 1.01% A
Portfolio 2018 (Multi-Firm) 0.60% 0.30% 0.05% MiA 0.95% MIA
College Portfolio® (Multi-Firm) 0.36%  0.30% 0.05% MiA 0.91% MIA

1. The “Estimated Underlying Fund Expenses” are based on a weighted average of the expenses of the mutual funds
before reductions in which the portfolio invests as of November 1, 20146. The underlying mutual fund expense data was
from each fund's most recent financial statement.

2. The "Program Manager Fee" is the percentage of net assets paid to Fidelity by the trust for performing services for
the Fidelity Arizona College Savings Plan.

3. The "State Fee" is the percentage of net assets retained by the Trust. Fidelity pays the Trustee $10 per account
during the month an account is opened with the Trust (New Account Fee). This fee is paid to the Trustee by Fidelity; the
state sponsor does not deduct this New Account Fee from your account.

4. The "Miscellaneous Fee" represents any other type of fee or expense imposed by the Fidelity Arizona College
Savings Plan.

5. The "Total Annual Asset-Based Fee"” illustrates the total fees assessed against net assets annually. Please refer to the
"Hypothetical $10,000 Investment Cost Chart™ in the Fact Kit to review the impact of fees and expenses on a
hypothetical $10,000 investment over 1-, 3-, 5-, and 10-year periods.

6. The "Annual Account Maintenance Fee" is the annual fee deducted from an account balance each year. The Fidelity
Arizona Coellege Savings Plan does NOT assess an annual account maintenance fee.

7. Anticipated fee and expense structure for Portfolio 2036 (Multi-Firm) on December 9, 2016.

8. Portfolio 2015 (Multi-Firm) assets were transferred to College Portfolio (Mult-Firm) on December 9, 201 6.
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(Figure 15)
Fidelity Arizona College Savings Plan Fee and Expense Structure 12/31/17: Bank Deposit Portfolio
Estimated Annual
Underlying Program Total Annual Account
Fund Manager State Miscellanecus Asset-Based Maintenance
Portfolio Expenses’ Feel Feel Fee* FeeS Feet
Bank Deposit Portfolio 0.00%:-0.20% 0.00%-0.05% 0.03% M/A 0.05%-0.50% MIA

1. The "Bank Administration Fee” is the fee paid to Fidelity for the performance of administrative services related to the
Bank Deposit Portfolio. The fee is a daily charge against the net assets of the Bank Deposit Portfolio at an annual rate of
0.00%:-0.40% depending on the daily Federal Funds Target Rate and is as follows: (a) 0.00% if the Federal Funds Target
Rate is 0.00% to <0.50%,; (b} 0.20% if the Federal Funds Target Rate is 0.30% to < 0.73%,; and (c) 0.40% if the Federal
Funds Target Rate is 0.75+.

2. The "Program Manager Fee” is the percentage of net assets paid to Fidelity by the Trust for performing services for
the Fidelity Arizona Plan. The fee is a daily charge against the net assets of the Bank Deposit Portfolic at an annual rate
of 0.00% to 0.05% depending on the daily Federal Funds Target Rate and is as follows: (a) 0.00% if the Federal Funds
Target Rate 1s 0.00% to < 0.30%; (b) 0.05% if the Federal Funds Target Rate 1s 0.50% to < 0.75%,; and (c) 0.03% if the
Federal Funds Target Rate is 0.73%+.

3. The “State Fee" is the percentage of net assets retained by the Trust. Fidelity pays the Trustee $10 per account
during the meonth an account is opened with the Trust (New Account Fee). This fee is paid to the Trustee by Fidelity; the
state sponsor does not deduct this Mew Account Fee from your account.

4. The "Miscellaneous Fee" represents any other type of fee or expense imposed by the Fidelity Arizona College
Savings Plan.

3. The "Total Annual Asset-Based Fee” illustrates the total fees assessed against net assets annually. This fee will range
between 0.03% to 0.50% depending on the daily Federal Funds Target Rate, as described above in footnote 1 and 3.
Please refer to the "Hypothetical $10,000 Investment Cost Chart” in the Fact Kit to review the impact of fees and
expenses on a hypothetical $10,000 investment over 1-, 3-, 5-, and 10-year periods.

6. The "Annual Account Maintenance Fee" is the annual fee deducted from an account balance each year. The Fidelity
Arizona College Savings Plan does NOT assess an annual account maintenance fee.

C. WADDELL & REED, INC.

Corporate Description

Founded in 1937, Waddell & Reed is one of the oldest mutual fund companies in the
United States. Waddell & Reed provides personal comprehensive financial planning and
investment products delivered to investors through financial advisors located across the
country. The Arizona Family College Savings Program is the only 529 program that
Waddell & Reed represents and it is therefore sold by their advisors across the nation.

In 2012 Waddell & Reed decided to capitalize on the remarkable success of lvy Funds,
and changed their plan name to Ivy Funds InvestEd 529 Plan. As expected, the lvy Funds
name recognition has made the product more recognizable to the public. In 2016,
Waddell & Reed rebranded with a new logo and further simplified their plan name to Ivy
InvestEd 529 Plan.

Investment Options

The lvy InvestEd 529 Plan (InvestEd Plan) is offered by Waddell & Reed as part of the
Arizona Family College Savings Program. The InvestEd Plan offers multiple investment
options, including:
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1) Six Age-Based Portfolios (Waddell & Reed Advisors and Ivy Funds family)
2) Six Static Portfolios (Waddell & Reed Advisors and Ivy Funds family)
3) Twenty Individual Fund Portfolios (lvy Funds family)

A plan participant may select an Age-Based Portfolio, a Static Portfolio, an Individual
Fund Portfolio, or a combination of these options.

Age-Based Portfolios

The Age-Based Portfolios are based on a beneficiary's college time horizon and seek an
appropriate level of investment risk for the planned number of years prior to college
attendance. Organized as a “fund of funds”, the Age-Based Portfolios diversify
investments across a variety of mutual funds within the Waddell & Reed Advisors Funds
family. The Age-Based Portfolios consist of the Aggressive Portfolio (ages 0 through 4),
the Growth Portfolio (ages 5 through 8), the Balanced Portfolio (ages 9 through 11), the
Conservative Portfolio (ages 12 through 14), the Income Portfolio (ages 15 through 18),
and the Fixed Income Portfolio (ages 19 and older). Each portfolio is a series of lvy
InvestEd Plan Portfolios.

Static Portfolios

The Static Portfolios option offers the actively managed Age-Based portfolios listed above
but allows the investor to stay in the chosen investment portfolio based on risk tolerance.
Unlike the Age-Based Portfolios, an investment in a Static Portfolio will not automatically
change as the beneficiary grows older.

A graphic representation of both the Age-Based and Static Portfolios follows.
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(Figure 16) vy InvestEd 529 Plan Age-Based and Static Portfolios
Ivy InvestEd 529 Plan Age-Based & Static Portfolios

O O O

Aggressive Portfolio Growth Portfolio Balanced Portfolio

0-4YEARS OLD 5-8YEARS OLD 9-11YEARS OLD
@ 58% U.S. Equity @ 49% U.S. Equity @ 40% U.S. Equity

32% International Equity 26% International Equity 20% International Equity
® 10% Fixed Income ® 25% Fixed Income @ 40% Fixed Income
Conservative Portfolio Income Portfolio Fixed Income Portfolio
12 - 14 YEARS OLD 15- 18 YEARS OLD 19+ YEARS OLD
@ 27% U 5. Equity ®158% U.5. Equity @ 100% Fixed Income

13% International Equity 7% International Equity
@ 60% Fixed Income ® 75% Fixed Income

Individual Fund Portfolios - Ivy Funds

In addition to the six Age-Based portfolios, the InvestEd Plan offers individual mutual
funds from the Ivy Funds family. These mutual funds give financial advisors and plan
participants more choice and pricing flexibility. The offered funds include domestic,
international and global equity funds, specialty funds, and fixed-income funds offered
through a combination of investment managers. The following is a list of the mutual fund
options offered through the lvy Funds family:

U.S. Equity Funds Ivy Mid Cap Growth Fund

Ivy Core Equity Fund Ilvy Small Cap Growth Fund

Ivy Dividend Opportunities Fund

Ivy Large Cap Growth Fund Global/International Equity Funds
Ivy ProShares Russell 2000 Dividend Ivy International Core Equity Fund
Growers Index Fund Ivy ProShares MSCI ACWI Index Fund

Ivy ProShares S&P 500 Dividend
Avristocrats Index Fund
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Fixed Income Funds Specialty Funds

Ivy Advantus Bond Fund Ivy Advantus Real Estate Securities
Ivy Governement Money Market Fund Fund

Ivy High Income Fund lvy Asset Strategy Fund

Ivy Limited-Term Bond Fund lvy Global Income Allocation Fund
Ivy ProShares Interest Rate Hedged Ivy Natural Resources Fund

High Yield Index Fund Ivy Science and Technology Fund
Ivy ProShares S&P 500 Bond Index

Fund

For a list of Waddell & Reed’s InvestEd Plan portfolio allocations refer to Appendix C.

Provider Results (Investment Results and Plan Growth)

In 2017, the Waddell & Reed InvestEd Plan delivered modest positive returns although
several portfolios trailed their benchmark indices with a small handful of portfolios
outperforming their corresponding bond or equities benchmark. The equity markets rose
significantly during 2017. The S&P 500 index had gained 16% by mid-year and ended
the year climbing even higher after Congress pushed through tax reform legislation.
Although the volatility in fixed income markets remained near historic lows, bond prices
struggled throughout the period finishing roughly flat for the year. The Federal Open
Market Committee minimized market disruption by clearly communicating pending rate
changes prior to raising the federal funds rate several times during the year, resulting in
a year-end level rate of 1.25% - 1.5%. In terms of contributions to the AFCSP, Waddell
& Reed realized a 3.9% decrease in the number of funded accounts from 2016 to 2017.
By the end of 2017, InvestEd Plan assets under management had increased by 12% from
the previous year to $633 million. The InvestEd Plan realized an average account
retention rate of 95% and an average assets-under-management retention rate of 95%
for 2017. Similar to Fidelity Investments, these high retention rates signify that Waddell
& Reed is providing the quality of products and services its clientele are seeking and is
able to retain investors in the AFCSP.

As of December 31, 2017, the InvestEd Plan rate of return on investments ranged
anywhere from 29.5% for vy Science and Technology Fund, inclusive of sales load, to a
-0.95% in the lvy Limited Term Bond Fund, inclusive of sales load. Figure 17 illustrates
the InvestEd Plan’s 1-Year, 3-Year, 5-Year, 10-Year and Life of Portfolio performances
for the AFCSP year ending June 30, 2017. In addition to promoting the Ivy InvestEd 529
Plan through the Waddell & Reed advisor network, Waddell & Reed continues to actively
seek affiliate agreements with other distributors and investment firms to expand its
marketing capacity.
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(Figure 17) Waddell & Reed InvestEd 529 Plan Average Annual Returns

Average Annual Total Returns as of June 30, 2017

Including Sales Charges® Excluding Sales Charges
Annualized Returns % Annualtzed Returns %
Class Tvear 3I¥ear G%sar -Year Inception Vear 3¥ear BYear 10Year Imceplion
AGE-BASED® AND STATIC PORTFOLIOS

InvestEd Growth A 9325 340 BOoa 544 1001701 1502 G466 1020 606 1001
Growth Benchmark prior to 94817 1461 672 11z &05 1461 672 1112 6.05
Growth Benchmark after S/8/17° 143% 567 5.92 572 143  5E7 992 572
InvestEd Balanced A 4D 176 651 419 100101 1131 379 179 481 1001
Balanced Benchmark prior to S8BT 1061 616 9.20 620 1061 &l6 920 6.20
Balanced Benchmark after 31817 1153 519 BS54 5T 1153 519 B854 5T
InvestEd Conservative A 114 0.28 404 415 100101 G5BT 176 494 460 1001
Conservative Benchmark prior to S18/17° 316 404 474 543 316 404 474 543
Conservative Benchmark after 9187¢ 782 4.4 G658 S4E 182 441 658 546

INDIVIDUAL FUND PORTFOFLIOS
LU.5. Equity Funds

vy Core Equity E 423 1.69 0.56 505 040207 10566 372 1086 658 040207
S&P 500 Index 1780 951 1463 FAL: 1790 061 1463 Ti8
vy Dividend Opportunities E 439 223 912 309 040207 1074 427 104 450 0470207
Russell 1000 Index 1802 926 1487 74 1803 926 1467 729
vy Large Cap Growth E | 1248 703 1249 747 040207 1937 G946 1383 B 0402007
Russell 1000 Growth Index 2042 1111 1530 BM 2042 1M1 1530 891
ey Mid Cap Growth E | 1058 314 873 705 040207 1731 520 1103 769 040207
Russell Mid Cap Growth Index 1705 TE3 1419 187 1708 783 1419 TB7
ey Small Cap Growth E | 1704 624 1207 BAT 040207 2447 836 134 881 0402007
Russell 2000 Growth Index 2440 764 13858 782 2440  Te4 1398 182

Glebal/ International Equity Funds
hey Intemnational Core Equity E 1483 oM B58 283 040207 2183 2N 087 344 0402007
MSCI EAFE Index 2027 115 85.69 1.03 2027 115 BiED 103

1 The following bvy InvestEd 529 Plan investment options became available in the vy InvestEd 529 Plan on 9/18/17; InvesiEd Aggressive, InvestEd Income, InvestEd Fixed Income,
Ivy Proshares Russell 2000 Div Growers Index, hvy Proshares SPS00 Div Aristocrats Index, hvy ProShares MSCI ACWI Index, vy Proshares Interest Rate Hedged High Yield Index,
and vy ProShares S&P 500 Bond Index. Updated performance information is available online at iyinvestments.com

#The performance data shown represents past performance. Past performance is not a guarantee of future results. Investment returns and principal value will fluctuate, so that
investors’ shares, when sold, may be worth more or less than their original cost. Current performance may be lower or higher than the performance data cited.

* A £20 account maintznance fee is not included in the calculations.

# Assumes the maximum sales load charged for each applicable share dass. Assumes a complete redemption at the end of the reported perieds and the deduction of all
nonrecurring charges deducted at the end of each period.
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Mverage Annual Total Returns as of June 30, 20174

Including Sales Charges® Excluding Sales Charges
Annualized Returms % Annualized Returns %
ClBss  ¥rear 3°Year GYear 0Year Nceplion  VYear 3Year GYear 10-Year Inception
INDIVIDUAL FUND PORTFOFLIOS |contmusa

Fleed Income Funds

lvy Advantus Bond E 348 077 179 312 040207 245 278 30 374 040207
Bloomberg Barclays LS. Aggregate Bond Index 031 248 vy 448 -0.31 248 2 448

hvry Government Maney Market E 003 002 002 051 040207 003 002 002 051 040207
Mo Benchmark

hy High Income E 773 108 496 634 040207 1436 308 621 747 040207
Bank of America Merill Lynch High Yield Index 1275 448 691 754 1275 448 681 754

vy Limited-Term Bond E 215 019 040 280 040207 035 104 082 306 040207
Saamberg Barciays 15 Year oM 135 128 297 oM 135 129 297

Specialty Funds

hry Advantus Real Estate Securities E 880 539 748 422 040207 -323 749 BAS 484 040207
Wilshire LS. Real Estate Securties Indes 121 883 970 570 421 883 970 570

hry Asset Strategy E 076 -550 343 374 040207 689 370 436 435 040207
SEP 500 Index 1780 961 463 718 1780 961 14563 718

Bloomberg Barclays LS. Aggregate Bond Index 031 248 vy 448 -0.31 248 2 448

Slacmberd Barciays LS. Treasury 045 020 014 050 045 020 01 050

vy Global Income Allocation E 627 -028 501 247 040207 1277 170 626 277 040207
S Mol 'a'gfr’ggg ST 637 180 E08 352 637 180 E08 352

hry Matural Resources E 51 -1444 -3098 -555 040207 071 4272 -194 -450 040207
MSCI AC WI IMI S5%Energy+ 45% Materials Index 1036 -665 111 -041 036 666 111 04

hvy Science and Technokogy E 2300 208 1319 063 040207 3050 413 1454 1028 040207
SEP North Amenican Technology Sector Index 331 1647 1872 1M I3 1647 1872 1M

* Assets invested in applicable portfolios on behalf of particular beneficiaries are automatically transferred to another portfolio when beneficiaries reach a specified age, and may
nat remain invested in the referenced portfolio for a pertion of the period reported in the performance chart.

© Growth Benchmark prior to Q18117 = 60% S&P 500 + 20% MSCI EAFE + 20% BB US Agg Bond. Growth Benchmark after QA&7 = 6% Barclays LS Govt/Credit 15 Yr + 19% Barc LIS
Universal + 24% MSCIACWI ex USA + 51% Russell 3000.

? Balanced Benchmark prior to 9/18/17 = 50% S&P 500 + 10% MSCI EAFE + 40% BB US Agg Bond. Balanced Benchmark after Q/1%/17 = 9% Bardays 1S Gawt/Credit 15 Yr + 31% Barc
US Universal + 18% MSCIACWI ex USA + 42% Russell 3000

# Conservative Benchmark prior to 918/17 = 20% S&P 500 + 80% BB US Agg Bond. Consenvative Benchmark after 9/18/T7 = 1% Barclays US GovtiCredit 1-5 Yr + 46% Barc US
Universal + 1% MSCI ACWI ex USA + 29% Russell 3000.

In late October 2017, Morningstar issued its annual 529 plan ratings and again gave
Waddell & Reed an overall negative rating. Morningstar gave Waddell & Reed two
upgraded scores, resulting in a positive Price and a neutral Process. However, they
continued to be rated as neutral in the categories of Performance and People, and
negative in the Parent category. Morningstar cited significant improvements over the last
year, including the lowing of fees and reducing the size of the equity step-downs in the
age-based track thereby decreasing asset-allocation changes. Although Morningstar
noted several positive steps the firm has taken to become more institutional-focused after
personnel departures in the last few years, including rebuilding its analyst staff, appointing
heads of research and risk management, and transitioning many funds to a team-
managed structure, a negative rating in the parent category persisted. The rating agency

36



ARIZONA COMMISSION FOR POSTSECONDARY EDUCATION

sees the changes as largely positive, but would like to see more stability in the investment
teams. These comments echo Morningstar’s 2016 evaluation which also noted positive
changes at the firm and praised the newly appointed CEO for implementing sensible
changes such as hiring a chief risk officer and appointing a dedicated director of research,
stating that while these were steps in the right direction, it was too early to judge a
turnaround. There no longer seem to be lingering concerns about Arizona’s
disengagement and lack of plan oversight as this topic was not mentioned in the 2017
rating assessment. In response to the negative evaluation of 2016, Waddell & Reed
management delivered a multi-faceted improvement plan to address Morningstar's
concerns at both the January 2017 Oversight Committee meeting and the February 2017
Commission meeting. Proposed steps for improvement were discussed thoroughly
among committee members and the Commissioners to their satisfaction. The proposed
plan included improved communications with Morningstar, implementing more age-based
portfolios to improve the rate of capital preservation during asset allocation changes, and
including less expensive index fund options. At the direction of the Trustees, Waddell &
Reed continued working closely with the Oversight Committee, Commission Staff and
Capital Cities to evaluate, design and implement a significantly improved advisor-sold
college savings program for investors. Waddell & Reed spent much of 2017 improving
its communication relationship with Morningstar and sharing updates of these efforts with
Oversight Committee and the Commission members. During the July and August
respective Oversight Committee and Commission meetings, the committee members and
Trustees reviewed and approved the revised product menu line up and enhancements as
part of a new four-year contract cycle with Waddell & Reed. The new line-up of expanded
investment options and cost-saving features were implemented in September 2017.

According to Savingforcollege.com in its most recent quarterly review, lvy InvestEd 529
Plan, the largest 529 plan sponsored by Arizona, was named as one of the top 10 best
performing advisor-sold 529 plans during each of the standard evaluation time periods
ended December 31, 2017. Out of 28 plans evaluated, Arizona’s lvy InvestEd 529 Plan
was ranked number two in 1-year performance, number seven in 3-year performance,
number nine in 5-year performance, and number two in the 10-year performance period.
Since 2010, lvy Investments has also appeared as a strong performing Fund Family in
Barron’s annual ranking of the “Best Mutual Fund Families”. Traditionally falling in the
top five of the 10-year ranking, the most recent report issued in February of 2016 listed
vy Investments as number 3 out of 53 firms. The Barron’s and Savingforcollege.com
ranking reports follow on the next five pages.
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Barron’s Best Mutual Fund Families 2016

10-Year Ranking: Pimco Again, Plus Strong Showings from MFS

The 10-year ranking shows more consistency; Pimco was No. 1 last year, as well, and MFS was No. 2. AMG slipped just two spots, making room for little-
known RidgeWorth Funds, which oversees $40 billion. Manning & Napier holds steady at the bottom on both our five- and 10-year lists, as it did last year.

Weighted Weighted Weighted

Rank Family Score Rank Family Score Rank Family Score
1. Pimeco 86.92 19. Lord Abbett 61.97 37. BNY Mellen/Dreyfus 51.86
2. MFS Investment Management 79.91_ 20. Franklin Templeton Investments 61.02 38. Thrivent Financial 51.62

1 3. lvy Investment Management 76.67 21. American Funds 60.94 39. Goldman Sachs Asset Management 51.07
. 4. RidgeWorth Funds 76.60 22. Hartford Funds 60.17 40. OppenheimerFunds 50.61
5. Affiliated Managers Group 74.42 23. MainStay Funds 59.92 41. Putnam Investment Management 50.36
6. J.P. MorganAsset Management 74.25 24. Fidelity Management & Research 59.43 42. Foresters Investment Management 50.19
7. T. Rowe Price 73.19 25. Eaton Vance 59.12 43. Northern Trust Investments 49.86
8. John Hancock [72.80 26. Dimensional Fund Advisors 58.03 44. USAA Asset Management 47.60
9. Vanguard Group 71.84 27. Virtus Investment Partners 57.68 45. Pioneer Investment Management 47.57
10. Invesco 69.78 28. Principal Management 57.60 46. Federated Investors 45.59
11. Nuveen Fund Advisors 68.19 29. American Century Investment Mgmt  57.35 47. Nationwide Fund Advisors 45.04
12. Wells Fargo Funds Management 67.78 30. State Street Bank & Trust 57.25 48. UBS Asset Management 42.94
13. Waddell & Reed Investment Mgmt  67.31 31. Charles Schwab Investment Mgmt  56.84 49, Russell Investments 39.64
14. Delaware Management 67.01 32. Legg Mason 55.91 50. State Farm Investment Mgmt 39.13
15. Columbia Threadneedle Investments 65.02 33. PNC Funds 54.45 51. SEl Investments 38.05
16. Prudential Investments 63.58 34. Guggenheim Investments 53.59 52. Deutsche Asset & Wealth Mgmt 37.44
17. BlackRock 62.58 35. Victory Capital Management 53.13 53. Manning & Napier Advisors 30.36

18. TIAA 62.55 36. AllianceBernstein 53.12

Source: http://online.wsj.com/public/resources/documents/FundFamilies5And10YearRanking.pdf
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Flan Composite Performance Kankings as of December 31, 2017

Advisor-sold 529 Plans
Swmfnmmm-m Ranked by 1 Y1 performance imcluding max sales charges (Class A)

The Savingforoollege.com Plan Composite Rankings are derived using the plans’ relevant portfolio performance in seven unique
asset allocation calegonies. The asset allocation categorses wsed are 1009 Equity, 30% Equity, 60% Equity, 40% Equity, 206
Equity. 100% Fixed, and 100% 5hort Term. The plan composite ranking is determined by the average of its performance scome in

the seven cake pores.

Performance
Rank Plan Score
i MNorth Dakota College SAVE {Advisor) 36l
2 Arizona: by InvestEd 529 Plan 503
3 Indiang: Colle geChoice Advisor 329 Savings Plan 63.73
4 West Virginiaz The Hartford SMARTS20 6410
5 Ilinis: Bright Directions Advisor-Cusded 529 Colle pe Savings Program 1054
& Oklahoma: (klahoma Dream 529 Plan 71.74
7 Maine: NexiGen College Investing Plan — Client Select Series T1.82
8 Nebraska Mebraska Education Savings Trost — Advisor Colkege Savings Plan 71212
4 South Dakoiz Collepe Access 520 (Advisor-sold) T4.25
i South Caroling: Futare Scholar 520 College Savings Plan {Advisor-sold) 13.30
11 Alabama: CollegeCounts 320 Fund Advisor Plan 1363
12 Colorado: Schiolars Chaoice College Savings Program 75.08
i3 New York: New York's 520 Advisor-Cusded Colkege Savings Plan 1742
i4 Alaska: John Hancock Freedom 529 TE.08
i5 Wisconsin: Tomormow's Scholar 528 Plan 7056
14 Virginiz Collepe America B0.20
1 New Hampshire: Fidelity Advisor 529 Plan 80.2a
i8 Conne cticut: Connecticut Higher Edwcation Trust (CHET) — A dvisor Plan 8115
149 Uhio: BlackRock Colbege Advantage Advisor 520 Savings Plan 83.30
il Oregon: MFS 520 Savings Plan B1.08
21 Texzs Lonestar 520 Plan 84.59
Xl lowa: [Advisor 520 Plan B46T
3 New Jersey: Frankiin Templeton 520 College Savings Plan B5.02
24 Nevada: Puinam 520 for America Be01
25 Mew Mexico: Scholar sEdge 8622
26 Mebraska Siate Farm College Savings Man 8673
17 Kansas: Learning Qwest Advisor BE.A2
18 Ehode Isiand: ColbegeBound 520 (Adyisor-sold) 03.35
- Arkansas: iShares 520 Plan MA
- Michigan: M1 529 Advisor Plan MNA
- Mevada: Wealthiront 529 College Savings Plan MA

NA = Not Applicable = Program does not have at least one portfolio with sufficiently long performance in a minimum of four
asset allocation categories under our ranking model.

The performance data underlying these rankings represents past performance and is not a guarantee of future performance.
Current performance may be lower or higher than the performance data used. A plan portfolio's investment return and principal
value will fluctuate so that an investor's shares or units, when redeemed, may be worth more or less than their original cost.
Investors should carefully consider plan investment goals, risks, charges and expenses, by obtaining and reading the plan’s
official program description before investing. Investors should also consider whether their or their beneficiary's home state offers
any tax or other benefits that are available for investments only in such state's 529 plan.

Brokers please note: For internal use only and not for use with or to be shown to the investing public.

Disclaimer: Savingforcollege.com shall not be liable for any errors or omissions in this report. Users should rely on official
program disclosures.
Copyright © 2018 Saving For College, LLC
Updated 2-02-18
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Man Composike Performance Kankings as of December 31, 2017

Swmfmm"&m,ﬂnm Ay isor-sobkd 520 Plans

The Savingforcodkepe com Man Composie Bankings are derived using the plans” relevant portfolio perfommance in seven anigue
asset allocation categories. The asset allocation cake pories wsed are 1000 Equity, 8304 Bouity, 60% Equity, 404 Fguity, 20%
FEauity, 1004 Fixed. and 1004 Short Term. The plan composite ranking is deermined by the average of ils perfonmance scom in

Ranked by 3 Y performance including max sales charpes (Class A)

the seven calegories.

Performance

Rank Fan Seore
i Monh Dakots: Collepe SAYE (Advisor) 1585
2 Indiana Collepe Choice Advyisor 529 Savings Plan 51.54
3 Mabraska: Mebraska Education Savings Trast — Advisor Collepe Savings Plan a6
4 lineois: Bright Dime ctions Advisor-Guided 529 College Savings Propram 6300
5 Maine: Mexien College Investing Plan — Client S2bect Senes 6.1
& South Caroling: Fufure Scholar 529 Collepe Savings Plan (Advyisor-sald) 6025
1 Arizong: vy InvesiEd 520 Plan .38
8 Wiest Virginiz The Hanford SMARTS20 10.49
9 W irginia Colbepe America 1167
1 Colorado: Scholars Choice Colkege Savings Program 14.24
i1 Wisconsin: Tomormow's Schodar 529 Plan 1537
i2 Alaska John Hancock Freedom 520 1071
i3 Omepon: MES 520 Savings Plan B0.23
14 Menw Hamipshine: Fidelity Advisor 529 Plan 21.07
i5 Mew York: New York's 529 Advisor-CGuided Collepe Savings Plan 2120
ia Mew Mexicn: Scholar sEdpe #2162
7 Ohic: BlackBock College Advantage Advisor 329 Savings Plan §3.32
18 Alabama: CollegeCounts 520 Fund Advisor Plan #3155

19 Connecticut: Connecticat Hipher Educatson Trust (CHET) — Advisor Plan #17
pal, Sowth Dakota: CollepeA coess 520 (Ady isor-sold) 2561
4| lowa: TAdvisor 520 Flan §7.04
. COklahoma: Oklahoma Dream 529 Plan RE.02
13 Texzs: Lonesiar 520 Plan HE.04
M Mevada: Puimam 520 for AmeTica #0004
25 Menw Jerse v Franklin Templeton 528 College Savings Plan 2016
& Mebraska Stae Farm College Savings Plan 92 65

Arkansas: iShares 529 Plan MA

Kansas: Leaming Quest Advisor MNA

Michigan: M1 329 Advisor Plan BA

Mevada: Wealthfront 579 College Savings Man MA

Ehode Island: CollegeBound 520 (Ady isor-sold) MA

NA = Not Applicable = Program does not have at least one portfolio with sufficiently long performance in a minimum of four
asset allocation categories under our ranking model.

The performance data underlying these rankings represents past performance and is not a guarantee of future performance.
Current performance may be lower or higher than the performance data used. A plan portfolio's investment return and principal
value will fluctuate so that an investor's shares or units, when redeemed, may be worth more or less than their original cost.
Investors should carefully consider plan investment goals, risks, charges and expenses, by obtaining and reading the plan's official
program description before investing. Investors should also consider whether their or their beneficiary's home state offers any tax
or other benefits that are available for investments only in such state's 529 plan.

Brokers please note: For internal use only and not for use with or to be shown to the investing public.

Disclaimer: Savingforcollege.com shall not be liable for any errors or omissions in this report. Users should rely on official
program disclosures.
Copyright © 2018 Saving For College, LLC
Updated 2-02-18
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Pian Composie Perdiormance Bankings as of December 31, 2017

Sah'i'rg‘fﬂ'ﬂﬂﬁgﬂ.mﬂ'l Ay isor-sold 529 Plans

The Savingforcolie ge.com Plan Composie Bankings are derived using the plans’ relevant portfolio performance in seven unigue

Fanked by 5 Yr performance including max sales charpes (Class A

assat allocation categories. The assat allocation categories wsed are 100% Eguity, B0F% Equity, 60% Equity, £0% Eguity, 20%

Equity, 1F% Fixad, and | 00%: Short Term. The plan composite ranking is determined by the average of its performance score in

the s=ven calegories.

Performance
Rank Flan Score
1 Indiana: CodlegeChoice Advisor 529 Savings Plan 27.52
2 Mevada: Putmam 520 for America 3436
3 Maine: MexbGen College Investing Plan — Client Sz lect Series 5144
4 Morth Dakota: College SAVE (A dvisor) 53.29
5 South Caroling: Future Scholar 520 College Savings Plan CAdvisorsold) 54.84
f Mebraska: Mebraska Education Savings Trust — Advisor College Savings Plan 5695
7 Virginiz Collegeh merica 57.20
3 Colorado: Scholars Choice College Savings Program SO0
9 Arizong: Ivy InvestEd 529 Plan 5821
1 [linods: Bright Diections Advisor-Guided 520 College Savings Program fh 34
I Mew Hampshire: Fidelity Advisor 520 Plan &1.57
|2 (Ohio: BlackFock CollegeA dvantage Advisor 520 Savings Plan 7199
13 Wiest Virginia: The Hartford SMARTS20 7172
14 Orecon: MES 529 Savings Plan 74.35
| 5 MNew Mexico: ScholarsEdse 7597
| & MNew York: New York's 520 Advisor-Guided College Savings Plan TLAD
17 Alaska: John Hancock Freedom 529 7937
| & Mew Jersay: Franklin Templeton 5320 College Savings Plan R4l
1G Connecticut: Connecticut Higher Education Trust (CHET Y — Advisor Plan B2493
20 & lahoma: Oklahoma Dream 529 Plan 85.09
2] Alabama: CollegeCounits 520 Fund Advisor Plan Ra 20
23 Mebraska: State Farm College Savings Plan Raad
23 Texas: Lonestar 520 Plan BT
24 South Dakota: Colle geAcoess 539 (Advisor-sold) G2ad
- Arkansas: iShares 529 Plan MNA
- lowa: [Advisor 529 Plan MNA
- Kansas: Leamning Quest Advisor NA
- Michigan: M1 520 Advisor Plan MNA
- Mevada: Wealthfront 520 College Savings Plan NA
- Rhode Island: CollegeBound 329 (Advisor-sold) NA
- Wisconsin: Tomomow's Scholar 520 Plan NA

NA = Not Applicable = Program does not have at least one portfolio with sufficiently long performance in a minimum of four
asset allocation categories under our ranking model.

The performance data underlying these rankings represents past performance and is not a guarantee of future performance.
Current performance may be lower or higher than the performance data used. A plan portfolio's investment return and principal
value will fluctuate so that an investor's shares or units, when redeemed, may be worth more or less than their original cost.
Investors should carefully consider plan investment goals, risks, charges and expenses, by obtaining and reading the plan's official
program description before investing. Investors should also consider whether their or their beneficiary's home state offers any tax
or other benefits that are available for investments only in such state's 529 plan.

Brokers please note: For internal use only and not for use with or to be shown to the investing public.

Disclaimer: Savingforcollege.com shall not be liable for any errors or omissions in this report. Users should rely on official
program disclosures.
Copyright © 2018 Saving For College, LLC
Updated 2-02-18
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Fian Composite Performance Bankings as of December 31, 2017

Sm pngfm- Adbvisor-sobd 529 Plans
BdlEg i m Ranked by 10 ¥r performance including max sak s charges (Class A)

The Savingforcodlege com Plan Composie Fankings are derived using the plans’ relevant portfolio performance in seven unigue
assel allocation categores. The asset allocation categories wsed are 1005 Equity, 30% Equity, 60% Equity, 406 Equity, 20%
Equity, 100% Fixed, and 1004 Short Term The plan composite ranking is determined by the average of its performance scom in
the seven calegories.

Bank Flan
1 Virginia: CollegeA merica
2 Arizona: vy InvesiBd 529 Plan
3 Oregon: MES 529 Savings Plan
4 Narth Dakota: College SAYE (Advisor)
5 [Uinois. Bright Directions Advisor-Guided 529 College Savings Program
f Colorado: Scholars Choice College Savings Program
7 Maine: Mext(ren College Investing Flan — Client Select Series
8 South Caroding: Fature Scholar 529 College Savings Plan (Ady isor-sold)
9 Alaska: John Hancock Freedom 529
if West Virginia: The Hartford SMARTS29
11 Mew kersey. Franklin Templeton 529 College Savings Plan
i2 MNew Hampshire: Fidelity Advisor 529 Plan
i3 South Dakota: CollegeAcoess 320 ( Advisor-sold)
i4 New Mexica: Scholar'sEdpe
i5 Texas: Lonestar 579 Plan
- Alabama: Collegelounts 520 Fund Advisor Plan NA
- Arkansas: iShaees 520 Man MNA
- Conpecticut: Connecticut Higher Education Trast (CHET) — Advisor Plan NA
- Indiana: CollegeChoice Advisor 539 Savings Flan WA
- lowa: 1Advisor 329 Plan NA
- Boansas: Leaming Quest Advisor NA
- Michizan: MI 520 Advisor Plan NA
- Mehraska: Mebraska Edwocation Savings Trust — Advisor Collegs Savings Plan WA
- MNebraska: State Farm Collepe Savings Plan MNA
- Mevade Putnam 529 for America MNA
- Nevade Wealthfront 529 Collepe Savings Plan NA
- New York: New York's 529 Advisor-Guoided College Savings Plan WA
- Ohix BlackRock Colleps Advantage Advisor 529 Savings Plan MNA
- Oklahoma: Oklahoma Dream 520 Man NA
- Rhade Island: College Bound 529 (A dvisor-sold) NA
- Wisconsin: Tomomow's Scholar 529 Plan WA

NA = Not Applicable = Program does not have at least one portfolio with sufficiently long performance in a minimum of four
asset allocation categories under our ranking model.

The performance data underlying these rankings represents past performance and is not a guarantee of future performance.
Current performance may be lower or higher than the performance data used. A plan portfolio’s investment return and principal
value will fluctuate so that an investor's shares or units, when redeemed, may be worth more or less than their original cost.
Investors should carefully consider plan investment goals, risks, charges and expenses, by obtaining and reading the plan's
official program description before investing. Investors should also consider whether their or their beneficiary's home state offers
any tax or other benefits that are available for investments only in such state's 529 plan.

Brokers please note: For internal use only and not for use with or to be shown to the investing public.
Disclaimer: Savingforcollege.com shall not be liable for any errors or omissions in this report. Users should rely on official
program disclosures.
Copyright © 2018 Saving For College, LLC
Updated 2-02-18
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Fee and Expense Structure

Figure 18 illustrates the InvestEd Plan’s fee and expense structure for the Age-Based,
Static, and Individual portfolios through Ivy Investments. As of December 32, 2017 the
InvestEd Plan’s total annual asset-based fees for the Age-Based and Static portfolios
range from 0.78% for the InvestEd Fixed Income portfolio to 1.02% for the InvestEd
Agressive portfolio. The InvestEd Plan’s Individual portfolios fee and expense structures
ranged from 0.60% for the lvy ProShares S&P 500 Bond Index Fund to 1.43% for the Ivy
Advantus Real Estate Securities Fund. In 2017, the maximum sales charge structure
was simplified across all equity funds and reduced to 2.5% for purchases under $250,000
and 0.00% for purchases of $250,000 or more.

(Figure 18) Waddell & Reed InvestEd Fee and Expense Structure

Fees and Expenses
Annual Asset-Based Fee Addrtional Investor Expense
Estimated Program State Annual Total Annual Maximum Annual
Underfying . Manager Fae® Distribation  Asset-Based Sales l:l1rge Account

Fund Expenss Fea Fea® Fees! {load) Fes®
Age-Based and Static Portfollos
InwestEd Aggressive 077% None Mane 0.25% 1.02% 250% $20
InvestEd Growth 077% MNone Maone 0.25% 1.02% 250% $20
InvestEd Balanced ori% MNone Mone 0.25% D96% 250% $20
ImwestEd Conservative 0E6% MNone Mane 0.25% 0591% 250% $20
ImvestEd Income 0E1E MNone Mone 0.25% 0.86% 250% %20
InvestEd Fixed Income 0.53% MNone Mone 0.25% 0TE% 250% 320
Individual Fund Portfofllos
LL5. Equity Funds
hey Core Equity 0.BB% Mone Mane 0.25% 113% 250% %20
hey Dividend Dpportunities 0.BB% MNone Mone 0.25% 113% 250% 320
hey Large Cap Growth 0.90% MNone Mane 0.25% 115% 250% %20
hey Mid Cap Growth 1.05% MNone Mane 0.25% 1.30% 250% 320
hey Proshares Russell 2000 Div Growers Index 0.55% MNome Mane 0.25% 0.80% 250% %20
hey Proshares SPS00 Div Aristocrats Index 0.50% Mone MNone 0.25% 075% 250% %20
hey Small Cap Growth 1.10% None Mane 0.25% 1.35% 250% %20
Glabal' Intermational Equity Funds
hey International Core Equity 103% MNone Mane 0.25% 128% 250% %20
hey ProShares MSCI ACWI Index 0.50% MNone Mane 0.25% 075% 250% %20
Fixed Income Funds
hey Advantus Bond 077% None Mane 0.25% 1.02% 250% %20
hey Gowernment Money Market 0.70% None Mane None 070% None $20
hey High Income 0.B6% MNone Mane 0.25% 111% 250% 320
hey Limited-Term Bond 073% MNome Mane 0.25% 098% 250% %20
hey Proshares Interest Rate Hedged HY Index 0.65% MNone Mane 0.25% 0.90% 250% $20
hey ProShares S&P 500 Bond Index 0.35% None Mane 0.25% 060% 250% %20
Speclality Funds
hey Advantus Real Estate Securities 118% MNone Mane 0.25% 1.43% 250% %20
hey Asset Strategy 0.75% Mome Mane 0.25% 1.00% 250% %20
hey Global Income Allocation 1.06% None Mane o25% 1.31% 250% %20
hey Matural Resources 1.02% None Mane 0.25% 127% 250% %20
hy Sclence and Technology 1.05% None Mane 0.25% 1.30% 250% $20
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"For the InvestEd Aggressive, InvestEd Growth, InvestEd Balanced, InvestEd Conservative, InvestEd Income, and InvestEd Fixed Income Portfolios, the Portfolio will indirectly bear a pro rata share of
the fees and expenses of each underlying fund in which it invests. Typically, the table above shows the Porifolio’s indirect expense from investing in the underlying funds based on the allocation
of the Portfolio’s assets among the underiying funds during the Portfolio’s last fiscal year. However, since some of the Portfolios did not exist or are being materially modified, the table shows the
Portfolio's indirect expense of the underlying funds based on a model portfolio allocation. This expense may be higher or lower over time depending on the allocation of the Portfolio’s assets among
the underlying funds and the actual expenses of the underlying funds. The Total Annual Asset-Based Fee ratio shown in this table does not correlate to the expense ratio shown in the Financial
Highlights table of the Prospectus because that ratio does not include the Acquired Fund Fees and Expenses {Underlying Funds). Fees and expenses are subject to change at any time.

? No state fee is charged to Account Owners. Waddell & Reed pays to the ACPE a $10 application fee for each Ivy InvestEd 529 Plan account that is opened to be used to offset administrative costs
associated with the Trust. Waddell & Reed also pays a fee to the ACPE based upon a percentage of the average value of the assets invested in vy InvestEd 529 Plan accounts opened on or after
November 18, 2006, at an annual rate of 0.15% for lvy InvestEd 529 Plan assets invested in InvestEd Portfolios, and 0.10% on the first $100 million of assets and 0.05% thereafter for by InvestEd 529
Plan assets invested in the Ivy Funds. These fees are paid to the ACPE by Waddell & Reed and are not directly paid by the Account Owner.

*The annual distribution fee Is the distribution and service (12b-1) fee assessed on the shares of InvestEd Portfolios and Ivy Funds that are included in an Ivy InvestEd 529 Plan account. A 120-1fee is
not assessed on the underlying mutual funds included in the Age-Based or Static Portfolios.

* Total annual asset-based fees are assessed against assets over the course of the year and does not include sales charges, annual account maintenance fee, or enrollment fees. To see the
total cost associated with the investment, please see the table belo}w. Through July 31, 2018, Ivy Distributors, Inc. (IDI) the lvy Funds’ distributor, and Waddell & Reed Services Company, doing
business as Wl Services Company (WISC) the Ivy Funds’ transfer agent, have contractually agreed to reimburse each of the individual portfolios sufficient 12b-1 and/or shareholder servicing
fees to cap the expenses for Cla55| E shares at the specified amounts. Prior to that date, the expense limitation may not be terminated by IFDI, WISC or the Board of Trustees. Waivers during
future periods are subject to the discretion of IDI and WISC.

# The chart on page 19 shows the breakpoint amount for sales charges of shares.

5 An annual account maintenance fee of $20 per account is automatically deducted from your account each year in December (or upon liquidation of the account prior to December). The account
maintenance fee will not be prorated for accounts that are not owned for the full year in which the fee is deducted. The account maintenance fee will be waived for all Accounts that meet at least
one of the following conditions: the Account Owner or Designated Beneficiary Is a resident of Arizana; or the Account balance is $25,000 or greater at the time the account maintenance fee is
deducted from the Account; or the Account Owner qualifies for NAV treatment as spedified on page 19 under the section “Shares may be purchased at NAV” or accounts enrolled with automatic
investment or Automatic Investment Service (AIS).

Note: Page number listed in footnotes can be found in the September 2017 Ivy InvestEd 529 Plan Program Overview.
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Conclusion

This report reflects the actions taken by the ACPE Commissioners and Oversight
Committee to strengthen and maintain the Arizona Family College Savings Program for
the benefit of families. Advancement of the Arizona Family College Savings program in
2017 included reduced sales load fees, a wider variety of investment options, reduced
mutual fund expense fees, a reduced advisor-sold minimum amount to participate, and
the growth of the Arizona 529 public awareness campaign. The expertise and
collaboration of the Oversight Committee and independent investment consultant Capital
Cities assured the continued integrity of the Arizona Family College Savings Program.
The continued health and success of the Program was maintained through diligent
oversight of program manager contracts, compliance with industry regulatory
requirements, and execution and follow-up of a rigorous annual provider review.

Much progress was accomplished this year. As Arizona’s direct-sold mutual fund
investment option, Fidelity Investments maintained its Bronze rating with a continued
recognition of its tactical asset-allocation approach and reduced fees. Despite
Morningstar's negative rating of Waddell & Reed, the rating agency recognized the
significant changes made to advisor-sold investment plan to reduce costs, reduce risk
and improve options for account owners. Waddell & Reed’s organizational structure
changes and 529 investment plan enhancements have poised the lvy InvestEd 529 Plan
for a more favorable review in 2018. The Commission staff and the Oversight Committee
worked closely with Capital Cities, the independent investment consultant, and program
partner Waddell & Reed to develop and implement an improved advisor-sold program
investment menu. Capital Cities, the Oversight Committee, and the Commissioners have
closely monitored the improvement plan implementation and have been satisfied with the
overall results to date. Plan assets continued to increase in 2017 with new Arizona 529
plan accounts being opened in addition to healthy investment performance gains in the
market throughout the year. Providing flexible initial terms within a seven-year contract
for all three program providers allows the AFCSP to achieve an operational stability that
should endure for the upcoming years. Furthermore, the program managers have
continued to strengthen the 529 plan by reducing expenses to the program, providing
resources to improve investor knowledge, and improved technology for participant
access.

All aspects of administration of the Arizona Family College Savings Program (AFCSP)
continue to progress. For example, as the program has matured we are able to support
more public awareness activities and events to encourage Arizona families to save for
college. Promotions of 529 Day, College Savings Month, Gift Giving Season and the
broad digital reach of social media continue to make inroads into educating the public
regarding the benefits of the Arizona 529 savings plan. The Oversight Committee is
focused on continued program improvement in order to make the AFCSP one of the
leading plans in the nation.

Results of these improvements are supported by Arizona families in a July 2017 survey
by Fidelity Investments. Fidelity Investments collects this information regarding college
savings behavior through their annual College Savings IQ Survey and provides the results
of this research to the Commission. This report found that saving for college has moved
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up and is now a parent’s second priority, behind saving for retirement. Additional good
news is that the number of parents saving and planning is at an all-time high with 69
percent of Arizona parents surveyed stating they have started saving for college, up from
64 percent in 2016. According to the study, 44 percent of Arizona parents reported they
are saving for college in a dedicated 529 college savings plan. National survey data
shows that 93 percent of 529 plan owners believe that saving in a dedicated college
savings account helps them to stay on track with their college goals. Of the Arizona
families who reported saving regularly, 57 percent said they were saving $250 per month.
The study also found that 76 percent of Arizona parents were motivated to save by
concerns about their child taking on significant student loan debt.

In conclusion, since its inception in 1999, the Arizona Family College Savings Program
has judiciously implemented improvements designed to position the Program
competitively in the 529 plan landscape. Key to this progress has been the valuable
contributions of the Oversight Committee along with the stewardship exhibited by the
ACPE Commissioners. Both the Governor’'s support and actions taken by the Arizona
State Legislature have been critical to the success of the program. These actions have
included legislation establishing the Arizona Family College Savings Program Trust Fund
in 2004, strengthening the AFCSP Oversight Committee membership, providing Arizona
residents the benefits of a tax-incentive in early 2008, extending the tax benefit into
perpetuity and the increase of this tax benefit in 2013.

The ACPE Commissioners and staff will continue to identify improvements and support
initiatives that will lead to the AFSCP mission of educating and assisting Arizona families
financially prepare for postsecondary education by providing quality college savings
choices. To request a copy of the Arizona Family College Savings Program’s Annual
Report please send an email to acpe@azhighered.gov.
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Appendices
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APPENDIX A: FIDELITY ARIZONA COLLEGE SAVINGS PLAN PORTFOLIO -
ASSET ALLOCATIONS

Fidelity Funds Asset Allocations

Portfolic Weights as of December 31, 2017

Aggr  Mod Conser-

2036 2033 20 2 2021 2018 College Growth Growth vative
U.S. Equities
Fidelity Blue Chip Growth Fund 570 509 432 353 276 1% 114 0588 603 414 0.00
Fidelity Contrafund 379 339 287 235 183 130 076 0B85 401 275 000
Fidelity Growth Company Fund 826 V35 624 S50 398 283 1865 142 871 55 0.00
Fidelity Large Cap Stock Fund 606 542 460 376 293 209 121 104 642 441 0.00
Fidelity Low-Priced Stock Fund 320 286 243 198 155 110 084 055 33% 233 0.00
Fidelity Mega Cap Stock Fund 449 3899 338 277 216 154 089 077 472 324 0.00
Fidelity Real Estate Investment Portfolio 094 084 072 059 046 032 019 016 099 069 0.00
Fidelity Stock Selector All Cap Fund 1146 1022 867 70% 553 394 229 197 1211 832 0.00
Fidelity Stock Selector Large CapValueFu 831 7.37 625 512 399 284 185 142 &73 600 0.00
Fidelity Stock Selector Small Cap Fund 318 283 240 157 153 109 083 055 336 231 0.00
Fidelity Value Discovery Fund 826 V738 626 512 399 284 165 142 574 601 000
Fidelity Canada Fund 100 09 078 066 O053 041 027 025 103 073 0.00
Fidelity Diversified Intemational Fund 10.74 967 835 704 571 434 293 266 1102 781 0.00

Fidelity Emerging Markets Fund 945 B62 TES 661 562 449 318 293 BYD 664 0D.00
2 10.78 9.7 § 7O7 573 4386 294 267 11.07

Fidelity Corporate Bond Fund 000 OO0 O34 0% 141 173 230 211 000 103 23
Fidelity Government Income Fund 000 OO0 123 318 488 598 801 T3z 000 362 T43
Fidelity Investment Grade Bond Fund 000 722 1553 1798 2039 2287 2229 2806 000 1802 21.61
Fidelity Mortgage Securities Fund 000 OO0 030 073 113 140 187 171 000 034 1.85
Fidelity Total Bond Fund 000 028 228 482 646 864 895 415 000 277 6492
Fidelity Inflation-Protected Bond Fund 050 079 073 094 214 315 381 380 000 074 1.89

Fidelity Investments Money Market Governme 0.78 125 129 448 7539 1131 1823 1931 000 000 42.83

Fidelity Short-Tem Bond Fund 020 032 034 146 286 454 748 89 000 0,00 12.04
Met Other Assets 001 0010 003 005 007 008 010 010 -0.02 004 012
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APPENDIX A: FIDELITY ARIZONA COLLEGE SAVINGS PLAN PORTFOLIO -
ASSET ALLOCATIONS

Index Funds Asset Allocations
Portfalio Weights as of December 31, 2017

Aggr  Mod Conser-
2036 20683 2030 2027 2024 2021 2018 College Growih Growth vative

U.S. Equities

65.05 58.24 4573 41.26 3277 2400 1481 13.08 65531 4773 0.00

25.57 2565 214897 1829% 1459 1077 684 605 3010 2112 0.00

134 131 133

495 1475 2695 3441 4063 4704 4985 4983 000 2975 4500

Fidelity Investments Money Market Governme 0.00 000 000 473 1076 17.01 2725 2981 000 000 35487
Met Other Assets 000 002 005 007 009 041 012 043 001 0068 0.13
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APPENDIX A: FIDELITY ARIZONA COLLEGE SAVINGS PLAN PORTFOLIO -
ASSET ALLOCATIONS

Multi-Firm Asset Allocations
Portfolic Weights as of December 31, 2017

AB Select U.S. Equity Portfiolio Advisor Cl 9.57 8.51 7.22 291 4.60 3.28 1.91 1.64
BEH Core Select Fund - Retail Class 212 4.55 3.86 3.16 248 1.75 1.02 088
Fidefity Growth Company Fund 6.32 565 480 392 3.06 218 127 1.09

Fidefity Large Cap Value Enhanced Index Fu =~ 11.12 9.93 .42 6.89 5.37 3.83 222 1.91
JPMeorgan Small Cap Equity Fund Class RE 822 7.33 6.22 2.09 3.97 282 1.64 141

JPMorgan LS. Equity Fund Class RE 18.43 16.45 13.96 11.42 B.91 65.34 369 17
Loomis Sayles Growth Fund 478 421 357 2.92 228 1.62 0.94 021
Acadian Emerging Markets Portfolio Institu SED 518 458 a7 338 270 1.92 1.80
Causeway Intermational Value Fund Institut 430 388 335 282 2328 1.74 147 1.08
Fidelity Canada Fund 148 1.33 1.15 0.97 0.79 0.60 0.40 0.37
MIFS Intermational “alue Fund Class | 478 432 372 313 2.54 1.93 1.30 1.18
MIFS Research Intermational Fund Class | 418 3.76 3.24 273 221 1.68 1.14 1.03
T. Rowe Price Emerging Markets Stock Fund 383 343 3.05 2.64 225 1.79 1.27 1.19
T. Rowe Price Overseas Stock Fund | Class 78 340 294 247 2.01 1.53 1.03 0.93
William Blair International Growth Fund Cl 408 3.66 3.16 266 2.16 1.64 1.11 1.00
Commodities

Credit Suisse Commaedity Retum Strategy Fu 094 1.46 147 1.48 1.50 1.50 1.51 1.51
PIMCC CommoditiesPLUS Strategy Fund Instit  0.33 0.53 0.56 0.57 0.55 0.55 0.55 0.55

High Yield Debt

BlackRock High Yield Bond Fund Institution 0.30 043 0.48 049 0.50 0.51 0.52 0.52

Hotchkis & Wiley High Yield Fund Class | 0.30 047 D48 049 0.49 051 052 052
MainStay High Yield Corporate Bond Fund Cl

Real Estate Debt

Fidelity Real Estate Income Fund 027 0.45 0.41 0.42 0.44 0.45 0.4 047
Fidelity Investment Grade Bond Fund 0.00 075 1.96 276 342 4.06 4.33 432
Fidelity Total Bond Fund 0.00 1.12 2.95 4.14 o.14 6.09 6.31 6.20
Metropolitan West Total Return Bond Fund C 0.00 1.50 393 552 6.85 8.12 8.68 BET
PIMCO Total Return Fund Institutional Clas 0.00 1.50 3.93 553 6.86 8.13 8.69 B8.E8
Prudential Total Retum Bond Fund Class 2 0.00 1.13 2.96 418 5.18 6.11 6.53 652
Westermn Asset Core Bond Fund Class | 0.00 1.50 3.93 553 6.86 8.13 8.69 B.E8
Inflation Protected Debt

Fidelity Conservative Income Bend Fund Ing 0.51 0.ve 0.82 297 532 793 12.86 14.14
Fidelity Investments Money Market Governme 030 0.47 0.49 1.78 313 475 7.70 B.AT
Fidelity Short-Term Bond Fund 020 0.31 0.33 1.19 2.08 316 5.12 563
Met Other Assets 0.08 0.10 0.12 013 0.14 0.16 017 017
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APPENDIX B: FIDELITY ARIZONA COLLEGE SAVINGS PLAN PORTFOLIO
TARGET ASSET ALLOCATIONS
Asset Allocations for Active Age-Based and Static Portfolios

Active Age-Based 529 Portfolios (Fidelity Funds and Multi-Firm Funds)
Asset Allocation Rolldown*

— U.S. Equity Non-U.S. Equity —— Bonds —— Short Term

100%
90%
80%
T0%
60%
50%
40%
30%
20%
10%

0% -

1] 1 2 3 4 5 G T ) 9 10 1 12 13 14 15 16 17 13 19 20 21 22
Beneficiary's Age

Allocation (%)

PORTFOLIO ALLOCATIONS
As of December 31, 2017

5. Equities 63 65% 56.75% 4B 14% 39.39% A0 T2% 271 86% 12 70% 10.92% B 21% 46 18% 0.00%
Mon-U.S. Equities I2.01% 268.590% 2517% 21.38% 17.60% 13.60% 9.33% B.56% 31.82% 23.03% 0.00%
Commodities 1.26% 202% 2.03% 204% 2.05% 2.06% 207% 2.06% 0.99% 1.00% 0.00%
Bonds 2 09 10.76% 2301% 31.20% 39.12% 46.54% 50.10% 50.09% 0.00% 29.75% 4501%
High Yield Debt 0.84% 1.36% 1.38% 1.40% 1.43% 1.46% 1.45% 1.51% 0.00% 1.00%: 1.00%
Floating Rate Debt 0.14% 0.19% 0.22% 022% 0.23% 0.24% 0.35% 0.25% 0.00% 0.45% 0.50%
Emerging Market Debt 0.34% 0.47% 0.57% 0.59% 0.61% D.63% 0 B5% 0.70% 0.00% 0.49% 0.60%
Real Estate Dabil 027T% 0.46% 0D.41% 0.42% 0.43% 0.45% 0.47T% 0.48% 0.00% 0.73% 0.50%
Invesiment Grade Debt  0.00% 7.49% 19.65% 27.62% 34.27% 40.62% 43.49% 43.35% 0.00% 26.50% 40.62%
Inflation Protected Debt  0.30% 0.79% 0.78% 0.84% 2.14% 310% 3.81% 3.00% 0.00% 0.74% 1.89%
Short Term Debt 0.5%% 1.57% 1.63% 5.54% 10.45% 15.86% 25.70% 28.24% 0.00% 0.00% §487%

Age-Based 529 Portfolios (Fidelity Index Funds)
Asset Allocation Rolldown*

— U5 Equity Non-U.S. Equity —— Bonds —— Short Tem
100%
90%
80%
T0%
60%
50%
40%
30%
20%
10%
0% -

o} 1 2 3 4 5 G T ) k] 10 1 12 13 14 15 16 17 18 19 20 21 22
Beneficiary's Age

Allocation (%)

ACTUAL PORTFOLIO ALLOCATIONS
As of December 31, 2017

Agagr Mod Consel

2036 2033 2030 2027 2024 2021 2018 Caollege Growth Growth vative
U.5. Equities 65.05% 58.24% 49.73% 41.26% 3277% 24.00% 14.81% 13.08% 68.51% 47.75% 0.00%
Non-U.5. Equities 28.57T% 25.65% 21.97% 18.29% 14.55% 10.77% 6.84% 6.08% 30.10% 21.12% 0.00%
Commodities 1.42% 1.34% 1.31% 1.23% 1.16% 1.07% 1.09% 1.08% 1.40% 1.31% 0.00%
Bonds 4.95% 14.75% 26.95% 3M441% 40.63% 47.04% 49.89% 49.83% 0.00% 29.76% 45.00%
Short Term Debt 0.00% 0.00% 0.00% 4.73% 10.76% 17.01% 27.25% 29.81% 0.00% 0.00% 54.87%

*This chart illustrates the target asset allocations among stocks, bonds and short-term funds. This chart also illusirates how these allocations may change over time.
The future farget asset allocations may differ from this approximate illustration. Within the glide path graphic U S. Equities represents the fotal of Commaodities and U S Equities.
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APPENDIX C: WADDELL & REED IVY INVESTED 529 PLAN
PORTFOLIO ASSET ALLOCATION

Underlying Portfolio Holdings and Investment Ranges

Aggressive Growth Balanced Conservative Income Fixed Income
Ages Ages Ages Ages Ages Ages
0-4 5-8 -1 12-14 15-18 19+
US Equity Funds 50-65% 40-55% 30-45% 20-35% 10-25%
Ivy Core Equity Fund 0-25% 0-25% 0-25% 0-25% 0-25%
Ivy Dividend Opportunities Fund 0-25% 0-25% 0-25% 0-25% 0-25%
Ivy Large Cap Growth Fund 0-25% 0-25% 0-25% 0-25% 0-25%
Ivy ProShares S&P 500 Dividend Aristocrats Index Fund 0-25% 0-25% 0-25% 0-25% 0-25%
Ivy Value Fund 0-25% 0-25% 0-25% 0-25% 0-25%
Ivy Mid Cap Growth Fund 0-10% 0-10% 0-10% 0-10% 0-10%
Ivy Mid Cap Income Opportunities Fund 0-10% 0-10% 0-10% 0-10% 0-10%
Ivy PraShares Russell 2000 Dividend Growers Index 0-10% 0-10% 0-10% 0-10% 0-10%
Ivy Small Cap Core Fund 0-10% 0-10% 0-10% 0-10% 0-10%
vy Small Cap Growth Fund 0-10% 0-10% 0-10% 0-10% 0-10%
Global/ International Equity Funds 20-50% 15-45% 10-35% 5-25% 0-20%
Ivy Global Growth Fund 0-30% 0-25% 0-25% 0-20% 0-15%
Ivy International Core Equity Fund 0-30% 0-25% 0-25% 0-20% 0-15%
Ivy ProShares MSCI ACWI Index Fund 0-30% 0-25% 0-25% 0-20% 0-15%
Ivy Emerging Markets Equity Fund 0-15% 0-15% 0-15% 0-10% 0-5%
Ivy LaSalle Global Real Estate Fund 0-15% 0-15% 0-10% 0-10% 0-5%
Fixed Income Funds 0-30% 5-45% 20-60% 35-75% 55-90% 100%
Investment Grade Bonds Funds 0-30% 5-40% 10-55% 20-75% 25-65% 0-25%
Ivy Advantus Bond Fund 0-25% 0-25% 0-25% 0-35% 0-35% 0-10%
Waddell & Reed Advisors Bond Fund*® 0-25% 0-25% 0-25% 0-35% 0-35% 0-10%
Waddell & Reed Advisors Government Securities Fund* 0-25% 0-25% 0-25% 0-35% 0-35% 0-10%
Ivy ProShares S&P 500 Bond Index 0-25% 0-25% 0-25% 0-35% 0-35% 0-10%
Non-Investment Grade Bond Funds 0-10% 0-15% 0-25% 0-30% 0-25% 0-15%
Ivy Apollo Strategic Income Fund 0-10% 0-15% 0-15% 0-20% 0-20% 0-10%
Ivy Global Bond Fund 0-10% 0-15% 0-15% 0-20% 0-20% 0-10%
Ivy High Income Fund 0-10% 0-15% 0-15% 0-20% 0-20% 0-10%
vy ProShares Interest Rate Hedged High Yield Index Fund 0-10% 0-15% 0-15% 0-20% 0-20% 0-10%
Short-Term Bond Funds 0-10% 0-15% 0-20% 0-25% 25-40%  70-100%
vy Government Money Market Fund 0-10% 0-15% 0-20% 0-25% 0-40% 0-70%
Ivy Limited-Term Bond Fund 0-10% 0-15% 0-20% 0-25% 0-40% 0-100%

*Waddell & Reed Financial, Inc., parent firm to Waddell & Reed, Inc. and lvy Distributors, Inc., announced that it intends to seek board approval to merge the funds in its WADDELL & REED ADVISORS FUNDS™ (WRA Funds)
family into funds with substantially similar objectives and strateqgies in the affiliated IVY FUNDS® mutual funds family (lvy Funds). The first phase will involve nine funds, including Waddell & Reed Advisors Bond Fund
and Waddell & Reed Advisors Government Securities Fund, that are targeted to merge in early October.

52



